THE)COMMERCIAL DISTRIBUTION OF 
CONTRACEPTIVES IN COLOMBIA, 
IRAN, AND THE PHILIPPINES 


report to 

THE POPULATION COUNCIL 



THE COMMERCIAL DISTRIBUTION OF CONTRACEPTIVES 
IN COLOMBIA, IRAN, AND THE PHILIPPINES 


Report to 

The Population Council 
September 1971 
C-73244 


Arthur D Little Inc 



TABLE OF CONTENTS 


Page 

List of Tables and Exhibits iv 

Introduction v 

I. A THREE-COUNTRY OVERVIEW OF THE COMMERCIAL DISTRIBUTION OF CONTRACEPTIVES 1 

A. GENERAL PERSPECTIVE 1 

B. VOLUME OF CONTRACEPTIVES DISTRIBUTED 4 

C. PRICES IN COMMERCIAL DISTRIBUTION 8 

D. MEANS FOR GREATER DISTRIBUTION THROUGH THE COMMERCIAL SYSTEM 10 

II. DISTRIBUTION PRACTICES, LIMITATIONS AND OPPORTUNITIES IN COLOMBIA 13 

A. ESTIMATES OF QUANTITIES SOLD THROUGH COMMERCIAL CHANNELS 13 

B. DISTRIBUTION THROUGH NON-COMMERCIAL CHANNELS 14 

C. MANUFACTURING AND PROCESSING WITHIN COLOMBIA 15 

D. CHANNELS EMPLOYED FOR COMMERCIAL DISTRIBUTION 16 

E. ATTITUDES OF DISTRIBUTORS 18 

F. MARKETING AND SALES PRACTICES EMPLOYED TO MOVE CONTRACEPTIVES 19 

G. DESCRIPTION OF MAJOR CONSUMER GOODS CHANNELS 21 

H. LOCAL BARRIERS WHICH IMPEDE SERVICING OF EXISTING DEMAND 22 

I. MEANS FOR EXPANDING DISTRIBUTION 24 

III. DISTRIBUTION PRACTICES, LIMITATIONS AND OPPORTUNITIES IN IRAN 28 

A. ESTIMATES OF QUANTITIES SOLD THROUGH COMMERCIAL CHANNELS 28 

B. DISTRIBUTION THROUGH NON-COMMERCIAL CHANNELS 29 

C. MANUFACTURING AND PROCESSING WITHIN IRAN 30 

D. CHANNELS EMPLOYED FOR COMMERCIAL DISTRIBUTION 30 

E. ATTITUDES OF DISTRIBUTORS 32 

F. MARKETING AND SALES PRACTICES LMPLOYED TO MOVE CONTRACEPTIVES 33 

G. PROBLEMS AND OPPORTUNITIES FOR EXPANSION OF DISTRIBUTION 36 

IV. DISTRIBUTION PRACTICES, LIMITATIONS, AND OPPORTUNITIES IN THE PHILIPPINES 42 

A. DISTRIBUTION OF CONTRACEPTIVE PRODUCTS 42 

B. LOCAL MANUFACTURING AND PROCESSING 48 

C. ATTITUDES OF DISTRIBUTORS 49 

D. MARKETING AND SALES PRACTICES 50 

E. MAJOR CONSUMER GOODS CHANNELS 54 

F. BARRIERS TO WIDER DISTRIBUTION 55 

G. PROBLEMS AND OPPORTUNITIES RELATING TO THE 

EXPANSION OF COMMERCIAL DISTRIBUTION 57 


iii 


Arthur D Little, Inc 



LIST OF TABLES AND EXHIBITS 


Table 

No. 


Page 

No. 


1-A CONTRACEPTIVE PRODUCT DISTRIBUTION TO CONSUMERS IN 

COLOMBIA, IRAN, AND THE PHILIPPINES - 1970 5 

1-B CONTRACEPTIVE DISTRIBUTION BY PRODUCT, IN RELATION TO 

BIRTHS AND BIRTH POTENTIAL IN COLOMBIA, IRAN, AND THE 
PHILIPPINES g 

Exhibit 


I FAMILY PLANNING ACCEPTORS BY MONTH AND BY METHOD 43 

II INSTITUTIONS WITH CLINICS OR FACILITIES REPORTING ACCEPTORS 46 

III SURVEY OF RETAIL OUTLETS FOR CONTRACEPTIVE PRODUCTS 

IN THE GREATER MANILA AREA 52 



THE COMMERCIAL DISTRIBUTION OF CONTRACEPTIVES 
IN COLOMBIA, IRAN, AND THE PHILIPPINES 


Introduction 

This report prepared for the Population Council describes 
present commercial sector activities in the distribution of contraceptives 
in the three countries. It also identifies factors which tend (a) to 
limit the extent of product availability through commercial channels, 

(b) to limit product promotion by commercial vendors, and (c) to limit 
consumer purchases (and use of contraceptive products) from commercial 
channels. It also identified opportunities to expand distribution and 
product flow through commercial channels, ix ..^.eating the probable ease 
or difficulty of each type of action. 

The report is based on visits by Arthur D. Little, Inc., 
staff members to each of the three countries during the Spring of 1971. 

In each, useful information was secured from discussions and study of 
records in government and private non-profit agencies as well as in the 
commercial sector including the manufacturer/importer, wholesale, and 
retail levels of trade. The study did not undertake original collection 
of information from potential users. 

The report is organized in four parts: 

I. A Three-Country Overview of the Present Distribution 
of Contraceptives and of Opportunities for More 
Effective Use of Commercial Channels. 

II. Distribution Practices, Limitations and Opportunities 
in Colombia. 

III. Distribution Practices, Limitations and Opportunities 
in Iran. 

IV. Distribution Practices, Limitations and Opportunities 
in the Philippines. 



I. A THREE-COUNTRY OVERVIEW OF THE COMMERCIAL 
DISTRIBUTION OF CONTRACEPTIVES 


k. GENERAL PERSPECTIVE 
1. Demand Creation 

In each of the countries the total number of couples who can 
je effectively limiting births through the use of contraceptive 
oaterials appears to be. small in relation to the total number of couples 
jf reproductive age. Although it has not been a function of this study 
to assess and document the environmental factors influencing the 
Lncipient or active demand for contraceptive products, there appears 
to be little room to doubt that the primary limitation to family planning 
Ln the countries studied lies on the demand side of the demand/supply 
jalance. We believe that in each cf the three countries, consumer 
research would show that the principal limitation to the use of contra¬ 
ceptives is the lack of really widespread information and intense 
relief among couples that family planning by use of contraceptives is 
30 th a desirable and feasible weans of meeting the widely recognized 
problem of family size. In no one of the countries did we find either 
evidence, or the generally held opinion, that any substantial number 
)f convinced couples are actively seeking, but failing to secure, 
access to contraceptive materials. Thus physical distribution does not 
appear to be lagging behind effective demand. Although there is every 
reason to believe that the practice of contraception in developing 
countries would be responsive to a lowering of the (relatively) high 
)rice of contraceptive products, it is also likely that the practice 
)f contraception will be far more responsive to education and persuasion. 

Our recent field work in preparing this study and our broad 
)ackground of experience both suggest; (a) that commercial distribution 
can desirably have a cost-efficient and expanding role in the 
iissemination of contraceptive information and products, and (b) that 
:he order of importance of obstacles to accomplishing this role is as 
follows: 

1 - The absence of a wide enough and persuasive enough 

dissemination of information about the feasibility 
and means of family planning by contraceptive use, 
and the need to separate the cost of this 
information flow from factors which determine 
retail price. 

2 - The present relatively high price of contraceptive 

products in commercial outlets due primarily to 
the high cost of promotion in the case of oral 
contraceptives, and in the ease of condoms, to 
high wholesale and retail margins associated with 
a more or less furtive trade. 



3 - Condom distribution and use is adversely affected 
by its association with illicit sex and while 
this remains its primary image it is not likely 
to gain trade acceptance outside of the drug field. 

OCP distribution is limited by the prescription 
requirement. Thus there is minimal distribution 
outside the areas convenient to drugstores; but 
these areas probably include most of the effective 
(buying power and active interest) demand for 
contraceptives at present prices. 

In most countries the commercial sector includes organizations 
that have demonstrated the capacity to persuade large numbers of 
potential consumers to try, and to continue the use of, new products 
which serve new functions in their daily living pattern. Much 
marketing is merely a servicing of already existing demand; but some 
is more dynamic and is accomplished only by the use of aggressive 
promotion by which living patterns are effectively modified. 

A distinguishing characteristic of commercial distribution 
(as contrasted with that performed by public and private agencies 
supported by taxes, grants or gifts) is that to survive and to expand 
its services, it must generate from its own distributive activities 
the revenues to cover its costs and sufficient profit to provide 
incentive and means for ongoing development. The commercial scale 
revenues available in contraceptive product sales are likely to be 
inadequate to support carrying the burden of promoting as major and 
rapid a change in consumer activities as may be desirable for general 
public welfare and national objectives. The inability of the commer¬ 
cial sector to bear the cost burden of stimulating and servicing a 
necessary degree of change in the public*s appreciation of, t A use 
of, a specific class of products is nowhere more apparent than in the 
adoption of contraceptives for family planning. Nevertheless, the 
commercial sector includes valuable skills and experience in Lhe 
large-scale use of persuasive promotion to modify consumer action 
patterns in an environment of free choice and these skills can make a 
valuable contribution to the effective implementation of family 
planning programs. 

Were the objectives less pressing and the obstacles of 
ignorance, inertia, prejudice, and contrary beliefs and priorities 
less formidable, normal commercial marketing approaches might evolve 
in a way which would encourage and service a gradually expanding 
demand for contraceptives. Commercial distribution, operating within 
the constraint of profit-oriented promotional budgets, has generally 
not demonstrated an ability (or reason) to change habits and attitudes 
at a revolutionary pace unless the environment were ripe for such 
change, or to effectively serve incipient demand which is nuc supported 
by purchasing power equal to current supply costs. Thus external 



financial support will be needed in order to allow the promotional 
skill and resources of the private commercial sector to be utilized 
with full effectiveness on behalf of family planning programs. 

Nevertheless, the commercial sector already plays a major 
role in contraceptive distribution, and with modest changes in forces 
influencing commercial distribution its effectiveness can be increased 
over the near term. In the long run, soundly planned and (public 
sector) supported commercial distribution may prove to be the most 
convenient (to consumers) and most efficient (in total cost) means for 
the ongoing servicing of an increased demand from acceptors of product 
assisted family planning. 

2. Product Orientation 

Of the various means whereby family planning and the prevention 
of otherwise unwanted births can be effectuated this study has focused 
its attention on those in which the availability and cost of product, 
as contrasted with the medical or advisory service, is most important. 
These means involving the condom, oral contraceptive pills, and various 
jellies, foams, and suppositories are the ones in which the efficiency 
of commercial distribution activities may be important. Of these 
products, the condom and the pill now appear to best combine safety and 
cost/effectiveness for developing countries; but the prospects for 
fully efficient commercial distribution would be greatly enhanced by 
the development of other female controlled products which did not 
involve prescription and pharmacy restrictions to their distribution 
and which would not carry the deeply entrenched stigma of illicit sex 
associated with the condom. 

3. Distribution Systems and Costs 

In each of the three countries studied there are already in 
being diverse networks of commercial distribution by which products 
of many types are moved from source to ultimate user. Although 
competitive promotion and salesmanship are present, most products move 
through these channels primarily by the pull of already established 
demand for the products. In these instances, and under competitive 
pressures, the charges for distribution activities tend to be service 
cost determined and, even in apparently inefficient systems, may be 
relatively low. In developing countries retail inefficiencies 
frequently impinge more on clerk wages than on store margins. Thus 
the movement of widely accepted intensively competitive food and house- 
hold products through wholesale and retail layers of trade may add 
only one-quarter to one-half to a manufacturer's price which includes 
factory costs and mass promotion. 

In other products, however, where the channels are restricted 
by licensing (as in oral contraceptives and other drugs) or in which 
the wholesale or retail level provides specialty promotion of the 
product (drugs, appliances, fashion merchandise) the distribution 



channel costs are normally higher. This is also true of products in 
which purchase is furtive (condoms and contraband products). 


In all three countries we find that the promotion and 
distributive margins for contraceptive pills and condoms (including 
the cost of "detailing 11 and samples for the former) are two and one- 
half to four times the factory (or import dock) cost; or from 70 to 80% 
of the consumers 1 purchase price. The cumulative effect of customs 
duties, franchise taxes and other government-imposed cesses on the 
products is also a major factor in the final retail price, in part 
because most of these charges are included in product costs at an 
early stage in the distributive chain and are multiplied by subsequent 
trade margins. 

Overall, if the condom and the pill were to move through 
presently existing competitive channels, without taxation, with 
distribution relieved of the costs of basic promotion (for instance 
the detailing and sampling of OOP’s), without license restrictions, 
and freed from stigma (the condom), retail prices might be cut to 
one-third to one-fourth of present levels and still maintain the trade 
margin characteristics of other widely distributed consumer products. 

The complex of factors which lead to present price levels 
rather than to the potentially much lower levels will not easily be 
offset. 


4. Program Priority 

In no one of the three countries does the government appear to 
assign high enough priority to the encouragement of family planning 
that this program receives support equivalent to that given the most 
urgently pursued governmental programs for health and economic improve¬ 
ment wherein essentially all impediments deriving from other governmental 
practices are removed. 

Many of these governmental practices are deeply imbedded in the 
social, religious, economic, and political systems of the countries. 
Relief from practices which may handicap widespread low-cost distribu¬ 
tion of contraceptives would not be accomplished without some degree of 
conflict with other meritorious programs. Thus special relief from 
duties, taxes and exchange controls may interfere with government 
financial planning, and removal of OCP’s from prescription and outlet 
restrictions would appear to weaken public health safety programs. 

Subsidy of contraceptive promotion may appear to be subject both to 
financial abuse and be in conflict with the beliefs of many responsible 
citizens. 

B. VOLUME OF CONTRACEPTIVES DISTRIBUTED 

In Tables 1-A and 1-B, we show best estimates of the volume of 
contraceptive products sold or distributed free to consumers in Colombia, 



TABLE 1-A 


CONTRACEPTIVE PRODUCT DISTRIBUTION TO CONSUMERS IN COLOMBIA. IRAN. AND THE PHILIPPINES - 1Q70 

(In thousands of Pill Cycle Equivalents) 


COLOMBIA _ _ IRAN _ _PHILIPPINES 


Commercial 

Non 

Commercial 

Total 

Commercial 

Non 

Commercial 

Total 

Commercial 

Non 

Commercial 

Total 

OCP's 

IUD's^ 

2/ 

Condoms 

Depo-Provera 

2,700 5J 

315 

3,015 

900 

3,900 

4,800 

1,350 

750 

2,100 

200 

V 225^ 

1,728 

25 

1,728 

225 

225 

225 

600 

190 

600 

415 

160 

50 

1,000^ 

3 

1,000 

163 

50 

Supposi- . 
tories^" 

333 5J 

— 

333 




27 


27 

Jelly, 

Diaphragm, 

etc. 

40^ 


40 

25^ 


25 

60 s/ 


60 

TOTAL 

3,498 

2,068 

5,566 

1,150 

4,690 

5,840 

1,647 

1,753 

3,400 


1 / 

2 / 

3/ 


1 IUD = 24 cycles 
10 condoms = 1 cycle 
1 injection = 3 cycles 


4 J 


1 dozen = 1.3 cycles 


An Ascofame-sponsored survey sampling of sales 
outlets shows a projection of volumes 3 to 4 
numbers presented here. 


claims by 
times the 


£ / 

— Minimal information base for estimate 



TABLE 1-B 


(OOO's) 


CONTRACEPTIVE DISTRIBUTION BY PRODUCT, 

IN 

RELATION TO BIRTHS 

AND BIRTH POTENTIAL 

IN COLOMBIA, IRAN, 

AND 

THE PHILIPPINES 





Colombia 

Iran 

Philippines 

Total Population 


22,000 

28,700 

38,400 

Females aged 15-44 Total 


4,500 

5,400 

7,800 

Females aged 15-44 Married 


2,400 

4,400 

4,500 

Birth rate per 1,000 


42 

50 

47 

Total Births 


924 

1,435 

1,964 

OCP cycle equivalents of contraceptives distributed 

5,566 

5,840 

3,400 

Women/years of protection by products 


428 

449 

261 

Ratio of protection to births 


1 to 2.2 

1 to 3.2 

1 to 7.5 

% of Product-based protection^ 





by Pill 


55% 

83% 

62% 

IU0 


31% 

10% 

29% 

Condom 


3% 

7% 

5% 

Other Products 


11% 

0 

4% 

by Commercial Distribution^ 


62% 

20% 

48% 

non-commercial distribution 


38% 

80% 

52% 


^Derived from Table 1-A 


Iran, and the Philippines during 1970. In many instances the best 
information available is based only on the estimates of well informed 
people involved in the distribution process, because relevant and 
specific records are not available. In many instances the available 
information relates to movement to a final distribution point (clinic 
or retail store) rather than movement into the hands of final users. 

In some instances the consumer received, but did not use, the product. 

In order to facilitate comparison of the roles of several 
types of products we have converted all volumes into (OCP) cycle 
equivalents - i.e., into equivalent amounts (or time) of protection 
against conception. 

Despite the potential for error in these estimates, we believe 
they are as accurate as any in existence. In each instance they 
combine the contributions which accumulated records, sample surveys, 
and the informed opinions of involved executives can make to the 
estimating process. We believe that they provide good indication of 
the relative importance of the several products and of commercial and 
non-commercial distribution. If there is error in the indication of 
total contraceptive product use it is probably on the high side as 
the result of inventory accumulation in the distribution chain and of 
non-use by acquiring consumers. 

In 1971 we expect that the most dramatic shift from 1970 
experience will be a major increase in non-commercial distribution of 
oral contraceptives in the Philippines where a strong program was 
gaining momentum during 1970. 

The substantial commercial distribution of OOP's in Colombia 
reflects the relatively greater adequacy of drug retail store develop¬ 
ment in that country. It may also reflect the lesser availability of 
OOP’s through non-commercial agencies. The reverse of both factors 
is apparent in Iran. 

The gross absence of programmed support for the condom and 
the effects of high cost and inadequate distribution shows clearly in 
the figures for all three countries. In view of the suitability of 
the condom to unrestricted distribution through convenient outlets in 
all parts of any one of the countries and the degree of acceptance 
which has been demonstrated for this pvoduct in other countries, the 
condom is clearly the most underutilized product available to the 
family planning programs of all three countries. In contrast with the 
drug houses that market OCP’s and are organized for costly but 
efActive promotion in most countries, the producers and primary 
d:butors of condoms have little experience or capability in 
developmental promotion. The manufacturer’s price on condoms does not 
include provisions for such promotion. 



C. PRICES IN COMMERCIAL DISTRIBUTION 


1. Oral Contraceptive Pills 

The mode of distribution and the marketing and distribution 
markup for OCP's in each of the three countries are characteristic of 
normal practices in the marketing of branded aggressively promoted 
"ethical" drug products in these three (and other) countries. 

By law or professional trade practice such products are not 
advertised to the general consuming public; rather their functional 
merits are promoted to doctors and to a lesser extent to retailers. 

The cost of such promotion, involving personal "detailing" of doctors 
and stores, is typically high. Being a "joint cost" for several 
products in a company's line, it may be difficult to justify relieving 
any one product from the normal allocation of this cost - even if, as 
suggested below, the burden of basic promotion might be financed by 
some outside agency. The heavy use of "professional sampling" with 
physicians and of "bonus merchandise" with drug retailers is a second 
major cost of a manufacturer's distribution of branded ethical drug 
products. Retailers may use the free goods as a basis for undercutting 
normal retail prices; but often the value of such goods is merely used 
to enhance the retailers' effective margin. 

Also by law or professional trade practice, the distribution 
of these drug products is limited to licensed drug type stores. Their 
dispensing to consumers requires a doctor's prescription, although this 
latter limitation is widely ignored in all three countries (as in many 
other countries). 

We do not find that OCP's are now either discriminated against, 
or especially favored, by rules or trade practices when compared with 
other relatively new, competitively marketed medical products. The 
practices and rules under which they are promoted, distributed, and 
priced are deeply imbedded in the health care practices and pharmaceutical 
regulations of each country. So long as OCP's are considered to be a 
"drug" product and to involve potential health hazards to some potential 
users, these practices and rules will remain difficult to change. Thus 
the prospects of expanding retail distribution faster than drug outlets 
expand are poor. 

It is wholly consistent with pharmaceutical distribution practice 
that the common retail price range of OCP's is seven to eleven times the 
international market bulk price from primary producing countries. This 
retail price range is also three to five times what might be a reasonable 
and profitable factory price from importers or local manufacturers if 
these primary marketers were relieved of the costs of product promotion 
and sampling. With such relief, and with reasonable distribution chain 
markup on the base price, the retail selling prices might be reduced by 
50 to 60 percent from present levels. 



It is not possible to identify one most typical price for OCP's 
in any one of the three countries; but in general, prices appear to be 
lowest in the Philippines and highest in Iran, reflecting to a 
considerable extent the differences in drugstore margins. However, 
price ranges for major brands are similar, about $0.50 to $1.00 per 
cycle. In each country some OCP's are also available in the $0.35 to 
$0.50 range. In Colombia, these latter are generally a brand that is 
not well known. In Iran and the Philippines the lowest prices often 
reflect either the results of very heavy "bonus" merchandising by 
manufacturers or the sale of products diverted from professional sampling 
or from non-commercia.l channels. 

The introduction of a low-priced brand not associated with a 
prestigious drug house (o.‘ with some other equal assurance of quality 
and efficacy) and not supported by effective (and costly) promotion to 
physicians and to the trade would probably not secure substantial 
distribution and sale through drug-type retail outlets. The limited 
success of a McKesson product in Colombia supports this judgment. 

The principal opportunity to markedly reduce retail prices of 
OCP's appears to be in finding a means whereby the price of OCP's 
moving to the wholesale level can be reduced. The principal cost 
saving opportunity to achieve this end would appear to be in finding 
some basis on which several leading brands would allow the promotional 
burden to be taken over by an outside agency under conditions that 
would assure both effective primary demand promotion and some assurance 
of shares in the expanding market. If the promotional burden were 
moved outside the chain of successive markups and the costly practice 
of trade sampling were curtailed, it is easy to visualize a reduction 
of retail price to one-half or one-third of present levels. The costs 
of promotion paid for outside of the distribution would be less than 
the price raising impact of present promotion paid for within the system 
and then marked up by wholesale and retail distributors. 

2. Condoms 

In all three countries, but particularly in Iran and Colombia, 
the typical retail price of condoms is exorbitant in relation to its 
international source cost. The high prices are not a function of a 
useful but expensive service performed (as in the case of OCP's) ; instead 
they reflect "what the traffic will bear" pricing in a multi-level and 
somewhat furtive chain of distribution and buying. In Colombia the 
import duties, exchange controls and general bother of legal importations 
are so onerous that essentially all of the prouuct is smuggled in. In 
Iran a succession of middlemen levy large margins while rendering little 
service. In all three of the countries prices and margins suggest that 
merchants find it easy and appropriate to take maximum percentage 
profits on a product considered to be associated primarily with illicit 
sex and purchased somewhat furtively by most users. 



Although there is no bar to the distribution of condoms through 
the efficient channels used for some other widely distributed and low 
unit price consumer goods, the product moves only through the higher 
cost drug channels and even higher cost street vendors- 

In Colombia prices range from $0.69 to $1.25 per dozen, in Iran 
from $0.27 to $0.80, and in the Philippines from $0.25 to over $1.00. 

In all three countries street vendor prices are higher and more oppor¬ 
tunistically determined than are drugstore prices. If no duties were 
levied, and if products moved through some of the lower cost channels 
available, a reasonable and profitable retail price for 12 condoms would 
be in the $0.10 to $0.15 range. 

D. MEANS FOR GREATER DISTRIBUTION THROUGH THE COMMERCIAL SYSTEM 

The one area of change that would generate the most rapid 
expansion in contraceptive product distribution would be a change in 
consumers 1 information and convictions about family planning and the 
use of contraceptive products. The educational and persuasion costs 
of bringing about this change are clearly high. If these costs are 
combined with basic product costs, the necessary retail prices for 
contraceptive products will be high and a barrier to use. Also there 
is little assurance that commercial interests investing in promotional 
costs on the scale necessary to effectuate large-scale change regarding 
the complex issues associated with birth control could recover these 
costs through their share of the sales revenues generated by a 
successful investment. Thus the very great promotional capabilities 
of the commercial sector are not likely to become fully utilized in 
the broad task of consumer education about family planning. 

Therefore, we feel it is not realistic, or in the best 
interests of family planning programs, to develop plans dependent upon 
the financing of aggressive promotion by the commercial distribution 
sector. 


Despite this limitation, commercial distribution can have a 
major role in creating and managing the use of promotional materials 
financed by others and in providing widespread, convenient, and 
economical availability of contraceptive products to couples who wish 
to use them. 

The infrastructure of commercial distribution is already in 
being. In one form or another commercial distribution already reaches 
all segments of the population in all areas of each country. Its basic 
costs are shared by many products. Its location and hours of availabil¬ 
ity are continually adjusted to the convenience of its clientele. It 
can do part of the job of expanding contraceptive use very well. 


— Within the narrower sphere of "professional" and "trade" promotion 
the effective pioneering of several drug houses in "detailing" OOP’s 
should be noted. 



Several kinds of action from outside of the commercial sector, 
however, are needed to allow commercial distribution to become as 
effective a part of national family planning objective programs as it 
can be. 

1. Expanding Condom Distribution 

In all three countries the priority task in developing the 
condom's potential role in family planning must be to change its public 
image from one of association with illicit sex and venereal disease to 
that of a respectable means for family planning. Several actions to 
this end appear feasible. Perhaps the least controversial would be to 
include mention of it in all family planning method literature and 
publicity and to provide explanations and samples at all family planning 
clinics. To the extent practical, the prestige of government, and 
respected opinion leaders should be placed in support of both the 
distribution and the use of the condom for family planning. 

In Colombia the problem of legitimate wholesale supplies 
should be resolved either by removing the onerous burdens (duty rate 
and financing and delay problems) of open import; or the burden of 
having adequate supplies available in the country should be taken up 
by a concerned public or non-profit agency, as Profamilia is beginning 
to do. In this latter situation which implies having a central supply 
favorably available, we believe the agency would have no difficulty in 
recruiting one or more of the larger drug wholesalers to act as a 
"chosen instrument" in distributing supplies to retailers at a 
reasonable markup. The packages might also be stamped with a fair 
maximum price thus helping to hold retail margins at reasonable levels. 
With present duty levels the central supply cost would be about $0.17 
per dozen. With duties remitted the cost might be about $0.10. With 
a reasonably generous wholesale markup of 25% over central costs, and 
retail markups of 33% over wholesale, the duty paid retail price per 
dozen might be $0.27 - $0.30 per dozen and the duty-free price $0.18 - 
$ 0 . 20 . 


With the alleged availability of drugstores to 80% of Colombia's 
population, initial distribution under this plan might be directed only 
to drugstores - thus avoiding the need to convince a whole new class of 
trade to handle condoms. 

In the Philippines, and even more seriously in Iran, the 
number and location of drugstores appears to fall far short of reaching 
the total population. Since the condom is the one efficient contracep¬ 
tive which can most readily and safely be carried beyond the normal 
reach of regular medical supervision, it would appear desirable in the 
Philippines and Iran to plan the movement of condoms through non-drug 
channels as soon as its image problem can be overcome. The number of 
consumer product stores which then might be induced to stock the 
product is very large. With its present bad image associations, 
legitimate non-drug distributors would hesitate to be associated with 
i t. 
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The Nirodh program which appears to be gaining momentum in 
India provides a general model for widespread condom distribution 
using the distribution networks which handle soap, tea, cigarettes, 
flashlight batteries, etc. 

As an interim step in Iran, where the costs of wholesale 
distribution are excessive, the cooperation of the government-owned 
tobacco monopoly might be secured to make the product available at 
the 140 warehouses from which local merchants now secure cigarettes. 

Of course, none of these distribution programs can have success 
except under the umbrella of an effective promotion for the concept of 
family planning and of the condom as an effective means of achieving 
family planning objectives. 

2. Expanding Oral Contraceptive Distribution 

In all three countries OCP’s appear to have about as general 
an availability among drugstores as can be supported by existing 
demand from users. Any drugstores that do not yet carry the product 
will undoubtedly do so as soon as demand is developed via the 
prescriptions of physicians or the recommendations of clinics. 

Other than potential lack of sufficient increases in demand 
from consumers we identify two major barriers to further expansion of 
commercial distribution of OCP's. One barrier is the relatively high 
retail price of the product caused by high promotional costs and the 
way these costs are tied into the distribution structure. A possible 
means of removing this burden from the pricing structure was discussed 
in Section C. 1 above. 

The second barrier, and one that is particularly serious in 
Iran and the Philippines is the limitation of OOP sale to licensed 
drugstores. Such stores provide only limited coverage in these two 
countries. Considering the probable difficulties in removing 0CP f s 
from drugstore and prescription constraints, we believe that an equal 
amount of money and effort spent in (1) reducing the cost of OCP's to 
families now served by drugstores or (2) in rationalizing condom 
distribution, will better further family planning goals than an attempt 
to secure a relaxation of rules now bounding OCP distribution. 



II. DISTRIBUTION PRACTICES, LIMITATIONS AND OPPORTUNITIES IN COLOMBIA 


A. ESTIMATES OF QUANTITIES SOLD THROUGH COMMERCIAL CHANNELS 

1. The Oral Contraceptive 

Twelve companies were marketing oral contraceptives in Colombia 
during the Spring of 1971: Schering of Germany, Parke-Davis, Wyeth, 
Organon, Ciba, G. D. Searle, Lilly, Upjohn, Laboratory Hormona, Life, 
McKesson, and I.C.I. These companies distribute a total of seventeen 
brands of oral contraceptives. 

Based upon discussions with the major drug houses, commercial 
distribution of these products is estimated at approximately 2,700,000 
cycles for the year 1970. This estimate includes samples distributed to 
doctors and bonus merchandise provided to the retailers. Actual sales 
by the drug houses are estimated at about 2,100,000 cycles for the year. 

Several enterprises exist within Colombia for the purpose of 
purchasing medical samples from doctors or trading other merchandise for 
such samples. Drugs collected in this manner are then sold to drugstores 
and pharmacies and thus enter the commercial sector. 

Commercial sales of oral contraceptives increased at an annual 
rate of 15-20 percent per year during the mid and late 1960's but leveled 
out in the years 1969 and 1970. In 1971 a slight upturn has been noted. 

Individuals associated closely with the industry attribute the 
leveling off in the sale of the product to the health fears associated 
with oral contraceptives during the past two years. Specifically cited 
in this respect was the Dunlop report. 

2. The Condom 

With the exception of modest quantities brought in by the Ministry 
of Health and by Profamilia all of the condoms imported into Colombia 
enter by smuggling. The importation by conventional means is not forbidden 
but the cost and bother of meeting legal requirements is so great that the 
costs and risks of smuggling have been less onerous. A series of inter¬ 
views conducted by ADL and Ascofame at the retail and wholesale levels did 
not uncover a single legitimate source of supply for condoms other than 
those being distributed by Profamilia. 

The absence of government records and of visible primary channels 
for distribution engenders substantial uncertainty in any estimate of 
volumes flowing to and through commercial channels. 
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All of the products found in wholesale and retail outlets were 
of Japanese origin. Unlike Iran where condoms are marketed under a wide 
variety of brand names, it is estimated, (based upon a study by Ascofame) 
that the Jellia Brand accounts for 50 percent of total condom sales in 
Colombia, Gold Pack represents 49 percent, and several miscellaneous 
brands 1 percent. These products are said to enter the country primarily 
through Venezuela, Panama and the Colombian island of San Andres. 

3. Vaginal Suppositories 

This product manufactured locally by Eaton Labs is widely 
distributed in drugstores throughout Colombia under the trade name of 
Norforms for the ’’over the counter'* product and Lorophyn for its "ethical 11 
version. Sales currently are running at a rate of 250,000 dozen per year. 

This product has been marketed in Colombia for many years for use 
in feminine hygiene; but was not advertised directly to the public until 
about June of 1969. The advertising campaign, which did not overtly 
refer to contraception coincided with the poor publicity being received 
by the oral contraceptive. Sales of Norforms rose almost immediately to 
a level approximately 40 percent higher than the pre-campaign level. 

The growth rate has slackened but sales of Norforms and Lorophyn continue 
to increase. 

4. Other Products 

Use of creams, jellies, foams and diaphragms in Colombia is not 
widespread. Only one contraceptive jelly is known to be imported into 
Colombia for sale through commercial channels. The trade name for this 
product is Patentex. Trade sources estimate current sales at 6000 units 
per year. The product retails for approximately $3.00 (U.S.) per unit 
which includes a plastic applicator. 

A license was granted in January 1970 to import trom Germany a 
vaginal foam known as Spetor; but distribution and sales are still 
virtually non-existent in Colombia. 

There is no known legitimate importer of diaphragms for the 
commercial sector. Doctors who prescribe this form of contraception 
generally order the diaphragm from a local supplier who makes it by hand. 

B. DISTRIBUTION THROUGH NON-COMMERCIAL CHANNELS 

Three non-commercial groups currently distribute contraceptives 
in Colombia. These are: The Ministry of Health, Ascofame, and Profamilia. 
The Ministry of Health operates approximately 600 health clinics, of 
which 450 offer family planning services. These health centers are almost 
all located in the rural areas of the country and are reported to be 
reasonably available to approximately 50 percent of the rural population. 
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During 1970, the Ministry clinics distributed approximately 
180,000 cycles of oral contraceptives, and inserted about 18,000 I.U.D.'s. 
Clinics operated by the Ministry charge 3 pesos ($0.15 U.S.) per visit. 
This includes an examination and, if requested, a cycle of oral pills or 
the insertion of an I.U.D. 1:. the individual cannot pay the 3-peso price, 
no charge is made. 

In March 1971, it was reported that the Ministry had imported 
approximately 3,000 gross of condoms to date and had an additional 3,000 
gx'oss on order; but the product was not yet available through health 
centers operated by the Ministry. 

Ascofame operates a postpartum program for family planning in 
twenty-six hospitals in Colombia. During 1970, this organization 
distributed approximately 65,000 cycles of oral contraceptives and 
inserted approximately 14,000 I.U.D.'s. 

During 1970 Profamilia distributed 70,000 cycles of oral 
contraceptives through their clinics and inserted approximately 40,000 
I.U.D.'s. In addition to the pill and I.U.D., this group also 
distributed condoms, diaphragms, and Norforms. Future plans of the 
group include the manufacture of contraceptive cream in Colombia for 
distribution through both family planning centers and the commercial 
sector. 


Dr. Tamayo, President of Profamilia has also formulated a 
marketing plan to introduce condoms and oral contraceptives to the 
commercial sector at prices substantially below those currently offered 
the public. Commercial distribution and sale of the condom under this 
program began in a small way during the Spring of 1971 and the oral 
contraceptive was expected to reach the market by the Summer of 1971. 

During 1970, Profamilia spent approximately $100,000 to advertise 
the services of its clinics. The major portion of these funds was 
allocated to radio spot announcements. 

C. MANUFACTURING AND PROCESSING WITHIN COLOMBIA 

The drug houses selling oral contraceptives in Colombia either 
manufacture the product locally or contract with local producers. The 
active ingredients necessary in the manufacturing process are imported. 
Local processing is encouraged by the relatively high customs duties 
(60% ad valorem) imposed upon fully processed oral contraceptives 
brought into the country 

There is no condom production in Colombia. Reportedly, a company 
was organized several years ago to manufacture condoms locally, but 
found it impossible to meet the price at which smuggled condoms could be 
sold in Colombia. After a brief period, the firm entered bankruptcy. 
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country, although Profamilia has plans for local production of a 
contraceptive cream. The quantity of diaphragms manufactured locally is 
unknown since the product is handmade to order. Total production is 
believed to be quite low, however. 

The Norforms and Lorophyn sold in the country are manufactured 

locally. 

D. CHANNELS EMPLOYED FOR COMMERCIAL DISTRIBUTION 


1. The Oral Contraceptive 


This product is marketed direct by the drug houses to the major 
drugstores and pharmacies within the country and through drug wholesalers 
to smaller outlets. In the commercial sector the product is retailed 
only through drug outlets of which there are several types': The pharmacy 
can legally sell and formulate drugs; the drogueria does not formulate, 
but can sell any type of packaged drug including narcotics; the boutique 
cannot formulate drugs nor sell narcotics, but can sell other forms of 
packaged drugs; and the communal drugstore which is owned by the local 
residents of a community, or by a specific group of individuals such as 
a labor organization, and generally acts as a pharmacy. 


It is estimated that there are approximately 4.500 - 5,500 retail 
drug outlets in Colombia of the types described above. ** In addition, 
under the direction of the President of Colombia, a crash program is 
underway to open an additional 2,000 boutiques in the country, primarily 
in towns with a population under 2,000. The government is providing the 
financing and training necessary to open, staff and operate these 
boutiques until such time as they become commercially established. 


Analysis of a recent study conducted by Ascofame indicates that 
90% of all drug outlets in Colombia offer at least one brand of oral 
contraceptive for sale, and most often three or more brands. Approximately 
97% of the drug outlets in the larger cities (320,000 population and over) 
sell the product, while about 80% of the outlets in cities with a popula¬ 
tion under 20,000 offer it for sale. 


Except for samples given out by physicians in private practice, 
drug outlets are the only commercial means through which the 2,700,000 
cycles of commercially distributed oral contraceptives move to consumers. 
All promotion is on the "ethical" concept and prescriptions are required 
by regulation, although not always used in practice. 

Oral contraceptives are delivered to the drug outlet either by 
the salesmen for specific drug houses, by wholesaler delivery van, or 
by public transport companies, depending upon the size and location of 
the outlet and the policies of the individual drug houses. 


Estimates from several sources that should be well informed differ 
within this range. 
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Wholesalers are generally employed to reach the more remote areas 
of the country while many of the drug houses, particularly the larger 
ones, distribute directly to the mediunwand large-sized retailers from 
their own central or regional warehouses. 

2. The Condom 

The Ascofame study revealed no legitimate retail outlets except 
drugstores, pharmacies, and boutiques. The survey indicates that 62% 
of all drug outlets in Colombia sell condoms. There is no difference 
by city size except that only 48% of the stores in cities below 20,000 
carry the product. In major cities, street vendors and stores 
specializing in contraband merchandise appear to sell a significant 
share of all condoms moved. 

Because of the illegal route by which condoms enter the country, 
it is impossible to trace the source of the merchandise back to its 
point of origin. Trade interviews conducted both by Ascofame personnel 
and ADL staff members could not uncover the name of any importer 
supplying the wholesale structure other than Profamilia. 

Importers and underground distributors of the smuggled product 
sell both to drug wholesalers and direct to individual drug outlets. 
Salesmen, commonly termed "runners' 1 travel throughout the country 
calling on drug retailers and taking orders for the product. During 
such visits they also deliver the merchandise ordered during the last 
visit to the store and collect for the value of the delivery. Credit 
terms are not extended for these transactions. 

The supply of condoms is said to be irregular and the intervals 
between visits by the "runners" sporadic. Wholesale prices of the 
product fluctuate with supply but retail prices in most outlets are 
reported to remain relatively constant. 

3. Vaginal Suppositories 

Norforms are widely distributed in drugstores throughout the 
country. Two-thirds of all retail drug outlets reported stocking the 
product in the Ascofame drug study. As with condoms and oral 
contraceptives, distribution is greatest in the larger cities; only 
43% of the retail drug outlets in cities with a population under 20,000 
carry the product. 

Distribution is direct from the drug house to the larger 
retailers and chains. Wholesalers are utilized to reach the more remote 
areas of the country and to handle small retailers, many of whom have 
poor credit. 

Lorophyn, the ethical form of Norforms, is distributed through 
approximately 46% of all retail drug outlets. This product does not 
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have wide acceptance in the smaller cities of Colombia, and only 15% of 
the drug outlets in cities with a population under 20,000 offer the 
product for sale. Lorophyn is distributed in the same manner as Norforms. 

E. ATTITUDES OF DISTRIBUTORS 

1. The Oral Contraceptive 

This product is considered as an ethical drug in Colombia and 
receives generally the same respect and acceptance as vaccines, anti¬ 
biotics and the like. There is no apparent or reported reluctance to 
stock or dispense oral contraceptives either on the part of the wholesale 
trade or the various types of drug retailers. 

Acceptance of the product by retailers is reinforced through the 
stature of the medical profession because, legally, one is required to 
possess a prescription in order to purchase oral contraceptives. 

The legal qualifications associated with the sale and distribu¬ 
tion of the product prohibit other retail channels from selling oral 
contraceptives. The product is generally considered as profitable by 
retailers because, by law, the minimum retail margin on oral contracep¬ 
tives must be 25%. In addition, many drug houses provide bonus 
merchandise to the retailer which further increases his profit. 

2. The Condom 

Based upon discussions with wholesalers, consumer goods 
distributors, doctors, private citizens and prostitutes, this product 
appears to be heavily related to non-marital intercourse. In addition, 
it is widely recognized within the wholesale and retail structures that 
the product is smuggled into the country. 

Discussions with wholesalers and informed marketing personnel 
within the country indicate some reluctance by retailers, particularly 
in smaller communities, to handle the product. Several of the larger 
drug wholesalers interviewed also refused to distribute the product. 

The refusal here appeared to be based almost entirely upon the illegal 
entry of the product into the country and the irregularity of supply. 

Drug retailers appear to be the only legitimate form of retail 
distribution that will currently accept the product for distribution. 

The major reason cited for this reluctance is the poor image of the 
product. 


3. Vaginal Suppositories 

This product is not overtly advertised or promoted as a 
contraceptive, although it is reportedly prescribed by some doctors as 
a reasonably effective contraceptive. 
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No derogatory connotations appear to be associated with its 
distribution or sale at either the wholesale or retail level. This 
situation may relate to the fact that the product is advertised and 
promoted for feminine hygiene and not contraception. 

4. Depo-Provera 

This product was sold in Colombia by the Upjohn Company. The 
product had gained distribution in approximately 56% of the retail 
drug outlets in the country when the manufacturer stopped shipments due 
to questions raised in the U.S. concerning its safety. 

Distribution of the product was widespread,, with about 70% of 
the drug outlets in cities with a population of over 320,000 stocking 
Depo-Provera and 34% in cities with a population under 20,000 offering 
it for sale. 

Reception of the product among the drug distribution channels, 
and by many consumers, was reportedly excellent. This is said to stem 
in part from the general acceptance in Colombia of injectables for many 
forms of disease prevention and control. 

F. MARKETING AND SALES PRACTICES EMPLOYED TO MOVE, CONTRACEPTIVES 
1. The Oral Contraceptive 

Both the promotion and distribution of oral contraceptives 
follow well established patterns for "ethical drug" product marketing 
and are handled in conjunction with other products of manufacturer/ 
importer drug houses involved. Each of the drug houses selling this 
product maintains a detail force in Colombia to promote a line of drugs 
to doctois and drug outlets. The larger firms generally support 30-40 
detail men and call on relevant members of the medical profession 
approximately once every four weeks. Samples and literature are left 
with the doctors during these visits and in the outlying areas, the 
companies' representatives frequently take orders and deliver 
merchandise. 

Wholesalers are employed by some of the drug houses to reach 
the smaller retailers, especially in the outlying areas. The majority 
of the larger retailers, and drug chains, are serviced directly by the 
drug houses. 

Credit is extended to all reliable retailers and wholesalers by 
the drug firms. Credit terms generally include a 5% reduction in price 
for prompt payment although most retailers wait approximately 60 days 
before paying for the merchandise. 

Margins vary somewhat by brand of oral contraceptive. The most 
commonly cited margin structure, however, is 30% off the suggested 
retail price for retailers and 40% for wholesalers. 
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The retailers margin is further increased by the extent to 
which the manufacturer provides bonus goods. This practice varies 
widely among drug firms with soine giving almost no bonus goods and 
others providing such merchandise equivalent to 30-35% of the retailers 
purchases. 

One brand of oral contraceptive is designed to sell at retail 
for 9 pesos, or approximately 50% of the retail list price for most 
other brands. The retailer pays 6.30 pesos for this brand. If a 
wholesaler is involved in the transaction he buys the product at 6.30 
minus 15%, or 5.36 pesos, and resells to the retailer at 6.30 pesos. 

Retail drug outlets in the larger cities of Colombia, and 
communal drug stores throughout the country frequently discount oral 
contraceptives to the 14- or 15-peso level. This effectively lowers 
the margin for the retailer. 

2. The Condom 

As described previously, this product is smuggled into the 
country and sold primarily to drug retailers and wholesalers by 
"runners.” Credit is not extended to purchasers and all sales are 
cash at the time of delivery. No sales literature or promotional 
effort other than the "sales call" of the runner is involved in sales 
transactions. 

Prices to the wholesaler or retailer reportedly fluctuate 
depending upon the current availability of the merchandise. Retail 
prices are reportedly higher in the outlying districts than in the 
larger cities. 

The way in which condoms are distributed tends to detract from 
the already poor image of the product. The condom can best be 
described as "purchased" at retail and not "sold." That is, drug 
retailers who stock condoms do so because of the relatively high gross 
margin which the sale provides, but make no effort to promote the 
product other than to respond to requests for information. 

Depending upon the quantity purchased and geographic location, 
the retailer is believed to pay about 60 pesos per gross of unlubricated 
condoms and 80-90 pesos per gross of lubricated product. The retailer 
sells the former at approximately 150 pesos and the latter at approxi¬ 
mately 300 pesos per gross, thus securing margins of 60 and 72% of the 
selling price. 

3. Vaginal Suppositories 

This product is sold and delivered directly to the larger 
retail drug outlets and chains; through drug wholesalers, to the smaller 
and remotely located retailers. 
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Norforms are expected to retail at 16.50 pesos and Lorophyn at 
14.90 pesos. The retailer receives a discount from the retail price of 
25% regardless of whether he purchases from a wholesaler or direct from 
the manufacturer. On those sales where a wholesaler is involved, the 
wholesale house buys the product at 35% less than recommended retail. 
Thus, the wholesaler operates on a margin equivalent to 10% of the 
retail price. 

This product is advertised to the public primarily on the 
radio. The company manufacturing the product also supports a sales 
force to call on major retailers and wholesalers to represent its 
entire line. 

Credit terms of 30-60 days are generally extended to both 
wholesalers and retailers who handle the product and a cash discount of 
5% is provided for prompt payment. 

G. DESCRIPTION OF MAJOR CONSUMER GOODS CHANNELS 

It is believed that at least 75% of the population of Colombia 
can adequately be reached by the various types of drug outlets. This 
coverage will increase somewhat as the government’s plan to open drug 
outlets in the smaller communities is developed. Families remote from 
existing drugstores are reported to lack financial means, medical 
advice, and family planning knowledge necessary for the movement of 
contraceptives through commercial channels, thus the unavailability of 
outlets to them has little effect on the size of the near-term commercial 
market. 


There are a few manufacture!s and national wholesale firms tha** 
reach beyond the territories normally serviced by the drug firms and 
drug wholesalers. These include companies selling such items as soaps 
and detergents, toilet tissue, razor blades, batteries, candy, liquor, 
cigarettes, canned food and some drugs. 

These firms report selling to a total of 40,000 to 50,000 retail 
outlets including drug, food, and general merchandise stores. Retailers 
solicited by these firms are generally allowed a margin of 25% of the 
sales price and wholesalers 40%. Credit is normally extended to both 
wholesalers and retailers with a reputation for paying their bills as 
agreed. Normal credit terms are 60 days and a 5% discount is allowed 
for payment upon delivery. 

The near-term expansion of contraceptive distribution within 
the areas adequately covered by retail drug outlets should probably 
be carried out through the drug channel. This appears advisable for 
the following reasons: 
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1. Oral contraceptives can legally be sold only 
through the drug channel and on prescription. 

2. Condoms possess a low social image in the country 
and increased distribution through drug outlets 
may assist in improving this image. It is also 
doubtful that other types of legitimate retailers 
would seriously consider selling condoms until 
such time as the image of the product is improved 

3. Drug outlets adequately service the communities 
in which they are found, and the people of 
Colombia look to this channel to purchase this 
type of product. 

The retailer servicing consumers outside the boundaries of the 
drug channel may best be described as "general stores." It would 
undoubtedly require educational and promotional efforts to convince 
these outlets to sell contraceptives, especially the condom. 

H. LOCAL BARRIERS WHICH IMPEDE SERVICING OF EXISTING DEMAND 

The major barriers which impede the increased sale and distribu¬ 
tion of contraceptives in Colombia are as follows: 

1. Oral contraceptives may legally be sold only 
through drug outlets and on prescription. 

2. Commercial advertising of contraceptives to 
consumer is prohibited. 

3. Customs laws require an importer to deposit 130% 
of the value of imports with a bank before an 
import license is granted. 

4. Public reaction to the condom is generally adverse 
and increased distribution and sale especially 
through non-drug outlets, will probably be quite 
difficult until attitudes toward the product can 
be modified. 

Since about 25% of the country is not now adequately serviced 
by legitimate drug outlets or physicians, it is impractical under 
current legislation in Colombia to expand distribution of oral 
contraceptives in these areas. These same areas are not presently 
serviced by public health clinics operated by the Ministry of Health. 

As the Ministry continues to expand its facilities, contraceptive 
products will be available in these communities. 
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Condom distribution is not limited to these factors, but trade 
discussions indicate that neither the national distributors nor the local 
stores would feel comfortable in handling this product until its reputa¬ 
tion is legitimized and until there is clear evidence of responsible 
efforts to build demand for its legitimate use. 

In order to overcome this resistance, it may be advisable to 
utilize some form of mass communications such as the radio. Precedence 
for this approach is in part already established by the usage of paid 
advertising by Profamilia to increase attendance at family planning 
clinics. A transition from publicizing only family planning and services 
to promoting specific products for family planning may have to be made. 

The modification of customs requirements and duties as they 
relate to the importation of contraceptives, particularly condoms, could 
assist materially in strengthening the distribution process. Currently, 
one wishing to compete with smugglers by legally importing condoms is at 
a definite economic disadvantage. Such an importer must first deposit 
with a registered bank an amount equivalent to 130% of the value of the 
goods to be imported. The importer may then borrow against this deposit 
at an interest rate of 14% in order to purchase a letter of credit. 

The original deposit and interest thus paid on the funds borrowed 
to purchase the letter of credit may be tied up for approximately six 
months, or until about three months after the merchandise is received. 


In addition, various fees, duties and taxes must be paid before 
the goods are received. On a recent shipment of 1,000 gross of condoms 
brought into the country by Profamilia, the following costs were 
involved. 


1 - Cost of Condoms 

2 - Letter of Credit and Interest 

3 - Customs Duties and Fees 

4 - Local Freight from Port City to Bogota 

5 - Commission to obtain Letter of Credit 

6 - Bank Commissions and Insurance 

7 - Import License and Consular Fees 

8 - Stamps and Official Papers 

Total 


Pesos 

about 18,000 
about 2,200 
14,400 
2,100 
850 
650 
290 
80 

38,665 


On oral contraceptives, customs duties are in fact, much lower 
since only the ingredients to manufacture the product are imported into 
the country. Such imports carry a duty of only 1% ad valorem. Other 
fees and costs associated with the importation of the ingredients are 
as follows: 
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Import license - .25 pesos on imports under $20.00; 
120 pesos on shipments over $ 20 . 00 . 


Consular fees - 78 pesos on imports under $400.00; 

1% of the value on shipments over $400.00. 

Bank commissions - 5 pesos per shipment if consular 

fee is under 500 pesos; 1% of consular fee if value 

of shipment is over 500 pesos. 

Customs agent fees - 150-400 pesos. 

Bank commission - 1% of f.o.b. price. 

Customs commissions - 3% of c.i.f. value. 

These total charges are relatively minor as compared to the 
costs associated with importing condoms. 

I. MEANS FOR EXPANDING DISTRIBUTION 

1. The Oral Contraceptive 

Drugstores, as noted above, are reasonably accessible to about 
75% of Colombian families and some 90% of these stores already carry one 
or more brands of oral contraceptives. Quite clearly they carry them 
where there is an effective demand (information, conviction, and buying 
power). The requirement of a prescription is reported to be sufficiently 
disregarded as to not be a major limitation to product availability 
in drugstores. Although we lack direct confirmation from couples it 
appears reasonable to conclude that where there is information and 
affirmative conviction about family planning and the pill, (1) lack of 
distribution is seldom a problem, but (2) the retail selling price, as 
a cost to the consumer, is a barrier to use by many couples. 

Expansion of distribution to the whole of the country may 
require that other types of outlets be used to supplement availability 
through drugstores; but more near-term expansion of use can undoubtedly 
be accomplished by finding means to reduce the retail price without 
denuding the system of profit incentive for retailers or of publicity 
and promotion services. Tests at various prices should be made to prove 
this relationship between price and demand. 

The normal retail price of a cycle of major brands of OOP's in 
Colombia (16-18 pesos or $0.80 or $0.90) is roughly 7 to 8 times the 
international source bulk price for the same products. The retail value 
might be viewed as divisible into fourths. One fourth is required to 
cover basic product costs (including a premium for higher cost local 
production steps), transport costs, and drug house administrative costs 
and profit. A second fourth is used to cover drug house sales and 
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promotion costs (including detailing of physicians and large retailers, 
literature, samples and bonus merchandise). Somewhat over a fourth 
would provide a normal retail margin for packaged drug products. 
Slightly less than one fourth is in fact an extra profit secured by 
retailers from the sale of bonus merchandise and physicians samples. 

Against an estimated retail value of somewhat over 10 million 
pesos ($2 MM) the value of drug house sales excluding promotion costs 
is about 2.5 million pesos. The cost allocated to drug house 
promotion is similar. If equivalent promotion were provided from 
outside the distribution system with its chain of successive markups, 
and if retail margins were held to a normal 33%, the retail price of 
major brand oral contraceptive pills might be reduced to 35 or 40% of 
present retail levels, i.e., to about 6-8 pesos per cycle. 

It is interesting to note that a minor brand distributed 
without major promotion by "detailing" and sampling is close to this 
price level, but has not achieved major sales volume in the face of 
the stronger promotion and prestige of the brands marketed by more 
traditional methods. 

j. J rofamilia management reports plans to place its own brand on 
the market to retail at about 5 pesos per cycle (including a normal 
one-third margin for retailers). 

It does seem possible that OCP's could be brought to market 
with widespread drugstore distribution but at 35 to 40% of present 
prices if some means could be found to (a) subsidize or displace the 
promotion burden now carried by the drug houses and (b) to hold 
retail margins at normal levels. If the promotional cost burden were 
taken up by some public or non-profit private agency the cost might 
not be large in comparison to the cost of other family planning 
activities now being supported, and a level of promotional effort 
equivalent to that spent by drug firms might have substantially 
greater impact if directed to primary rather than competitive demand 
creation. 

2. The Condom 

In addition to a program for widely distributing oral 
contraceptives at relatively low retail prices, Profamilia has begun 
distributing condoms to wholesalers in Colombia. This product is sold 
to the wholesaler at 44 pesos per gross and the wholesaler in turn 
sells to the retailer at 49 pesos per gross. The druggist is expected 
to sell the product at 50 centavos or 72 pesos per gross. This is 
equivalent to approximately one-half of the current market price for 
unlubricated contraceptives. The majority of the retailers selling 
this product are reportedly not offering it at the recommended price 
of 50 centavos, but rather charging between 75 centavos and 1.50 pesos. 
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It is possible, however, that if distribution were wide enough 
the price of the product would approach the 50-centavo level. In 
addition, Profamilia is planning to test distribution at a 25-centavo 
retail price in a separate section of the country. This type of program, 
if given government support in the form of reduced customs duties and 
fees, might materially widen the distribution of the condom in Colombia. 

The development of the program through Profamilia could provide 
a dependable supply of the product, rather than the intermittent supply 
now available through smugglers. In addition, the reputation of 
Profamilia could materially assist in gaining the cooperation of drug 
wholesalers who might not otherwise wish to carry the condom due to the 
illegal means by which it enters the country and the social stigma 
attached to the product. 

Although 76% of the drug outlets in cities with a population 
over 100,000 offer condoms for sale, only 61% of the 20,000 to 100,000 
range, and 48% with a population under 20,000 sell the product. 

It is in the smaller communities, and particularly in the more 
remote regions that increased emphasis must be placed upon gaining 
distribution for the condom. 

It is believed advisable to first increase the distribution 
among drug outlets before attempting to expand distribution through 
more general retail establishments. Such a strategy may assist in 
widening distribution in areas where the product is not now found in 
such a manner as to partially improve the general image of the product 
due to the more legitimate image of drug outlets as opposed to other 
mass forms of retailing. Later efforts may be expanded to widen 
distribution outside the drug channel once the product is accepted 
socially as a "household 1 * product. 

In those areas of the country where no drugstores exist, 
distribution must be through the general store. During our discussions 
with several national firms distributing drugs and other consumer goods 
items, they expressed a high degree of interest in participating in a 
program to distribute condoms in Colombia, providing such a program was 
well planned and properly executed. 

3. Other Products 

Little can be said concerning the advisability of promoting 
jellies, creams or diaphragms in Colombia due to the apparent lack of 
consumer acceptance of these products. The best approach would 
probably be one of testing the sale and promotion of these products in 
a limited geographic area. This would undoubtedly require the support 
of the medical profession in the test area as the product would 
probably not gain consumer or trade acceptance unless It were at least 
initially recommended by the medical profession. 
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It is doubtful that the major oral contraceptive producers 
would be interested in using their detail forces to gain medical 
acceptance since the product would compete directly with the oral 
contraceptive. 

Drug firms not selling the oral contraceptive might be found, 
however, who would consider promoting these products. 
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III. DISTRIBUTION PRACTICES, LIMITATIONS AND OPPORTUNITIES IN IRAN 


A. ESTIMATES OF QUANTITIES SOLD THROUGH COMMERCIAL CHANNELS 

1. The Oral Contraceptive 

Five companies currently market oral contraceptives commercially 
in Iran. These are: British Drug House, Wyeth, Iran Organon, G. D. 

Searle & Co., and Schering of Germany. These five companies sold approxi¬ 
mately 450,000 cycles of oral contraceptives to the commercial sector 
equivalent to about 30% of sales, or an additional 135,000 cycles. Total 
shipments by the drug companies to the commercial sector, including 
samples distributed to physicians were approximately 600,000 cycles for 
the year. Based upon discussions with personnel in the Ministry of 
Economics, the Ministry of Health, the drug firms and pharmacies, ADL 
estimates that total sales of oral contraceptives by the commercial sector 
during 1970 were approximately 900,000 cycles, or about 300,000 cycles 
greater than those supplied directly by the drug houses. 

The origin of the additional 300,000 cycles is not specifically 
known. Some is believed to be merchandise originally purchased by 
government agencies for distribution through the family planning clinics. 
Doctors, drug industry personnel and businessmen familiar with drug 
distribution also believe that a significant portion of the samples given 
to doctors by the drug houses are re-directed through retail drug outlets. 

Commercial sales of oral contraceptives by the drug houses, 
excluding samples and bonus merchandise, were approximately 5% lower in 
1970 than during 1969. 

2. The Condom 

All of the condoms sold commercially in Iran must be imported 
since there is no national production of this product. The latest year 
for which import data is available is 1959. During this year approximately 
4,000,000 units entered the country with a value at point of entry of 
$38,000 ($1.37 per gross). 

Imports during 1969 were somewhat lower than in recent years 
when they reached levels of 5,000,000 to 6,000,000 units. 

3. Other Products 

Small quantities of contraceptive jellies, I.U.D.'s and 
diaphragms are sold commercially in Iran, but the total yearly value of 
these products does not exceed $15,000 (U.S.). No direct data is 
available on the number of users served by the jellies, I.U.D.'s and 
diaphragms distributed through commercial channels, but we estimate that 
it may be the equivalent of about 25,000 cycles. 
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A few doctors are experimenting with an injectable contracep¬ 
tive in their private practices. The product is being promoted to control 
the menstrual cycle and not as a contraceptive. This product is not 
available through the family planning clinics. 

B. DISTRIBUTION THROUGH NON-COMMERCIAL CHANNELS 


Birth control products are currently distributed by a number 
of public and private organizations in Iran. The Ministry of Health 
operates the largest family planning program and reports that the 
following organization"' also participate in family programs: 


1. 

The 

2. 

The 

3. 

The 

4. 

The 

5. 

The 

6. 

The 

7. 

The 

8. 

The 

9. 

The 

10. 

The 


Health Corps 
Armed Forces 

major universities in the country 
Red Lion and Sun 
MCH Institute 

Government Employee's Insurance Organization 
Iranian Oil Company 
Railroad Health Organization 
Health Organization for Public Schools 
Women's Association 


These organizations operate a total of 1500 fixed and mobile 
clinics and during the Persian year 1349 (1970-71) have distributed 
approximately 4,200,000 cycles of oral contraceptives (including the 
300,000 believed diverted into commercial channels). In addition, they 
accomplished the insertion of approximately 25,000 I.U.D.'s and the 
distribution of about 1,700,000 condoms. 

Originally the Ministry of Health did not charge for visits 
to its family planning clinics. More recently a fee policy has been 
established. In rural areas 10 rials is a common charge; but it may 
range up to 20 rials ($0.27 U.S.) in cities. If visitors to the clinics 
cannot afford to pay for the services of the clinic, no charge is made 
either for the examination or for the products supplied. If a 
recipient lives a significant distance from a clinic they may be 
provided with two, three or even four months' supply of contraceptives 
free of charge, or at the single 10 to 20 rial rate. 

The fixed location clinics are primarily in the cities of 
Iran, with approximately 400 mobile units being used to service 
smaller communities and villages. These units are not sufficient in 
number to cover all of the outlying villages and the Ministry of Health 
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estimates that approximately one-third of the country's population lives 
outside the radius of the family planning program. These individuals 
have virtually no form of contraception available to them. 

C. MANUFACTURING AND PROCESSING WITHIN IRAN 

The government of Iran recently passed legislation requiring 
all distributors of oral contraceptives selling within the country to 
also process the products within Iran. In the Spring of 1971 two 
companies, Iran Organon and G.D. Searle & Co., were importing the 
ingredients and forming the pills in Iran. Schering, A.G. was completing 
a plant to process the product and British Drug House had production 
facilities, but had not yet begun domestic production. 

In the near future, it is anticipated that all oral 
contraceptives distributed in the country will be manufactured there 
with imported ingredients. The indicated plant capacity will be several 
times the volume of current demand. 


Production and Imports of Oral Contraceptives - Iran 

(in Cycles) 


Year 

1970-71 (9 mos.) 

1969-70 

1968-69 


Production 

800,000 (9 mos.) 
1 , 000,000 
200,000 


Imports 

3,000,000 (9 mos.) 
4 , 000,000 
2,800,000 


Total 

3,800,000 (9 mos.) 
5,000,000 
3,000,000 


There are no condoms currently being manufactured in Iran. Japan 
accounts for 75% of all imports, South Korea for 15%, with the balance coming 
from Czechoslovakia and the United States, 


All of the diaphragms, contraceptive jellies and I.U.D.'s sold 
commercially in Iran are imported. 


D. CHANNELS EMPLOYED FOR COMMERCIAL DISTRIBUTION 


1. The Oral Contraceptive 

The oral contraceptive is available commercially in Iran only 
through pharmacies and drugstores. Drugstores carry a more diverse line 
including sundries, health and beauty aids, toys and the like as well as 
drugs. 


There are approximately 1000 pharmacies and 500 drugstores in 
Iran, 450 of which are located in the capital city of Tehran. Thus 
commercial distribution of any drug product is limited by availability in 
the remainder of the country. It is estimated that approximately 50% of 
the country's inhabitants live in villages that are remote from a 
drugstore or pharmacy. 
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The wholesale level of supply to pharmacies and drugstores 
(as in much of Iranian retailing) is diverse. Several of the drug houses 
(i.e., manufacturers and importers) use their own salesmen to reach most 
pharmacies and drugstores found in principal population centers 
throughout most of the country. In Tehran there are also a number of 
wholesale distributors that carry either narrow or broad ranges of 
drugstore products, but normally they handle only one brand in most 
product categories. Some of these distributors have salesmen who travel 
to seek out potential customers; but others depend primarily on customer 
initiative to visit the seller*s place of business or to order by mail. 
Although they operate primarily at the wholesale level, most of these 
firms will also sell over the counter to individual consumers. 

We did not find any broad line wholesalers attempting to 
service the total product needs of pharmacies and drugstores. The 
larger pharmacies and drugstores do, however, provide a wholesale as 
well as retail service and are a principal source of product supply to 
smaller and more remote stores. 

Physical distribution is accomplished by either the salesman 
or the buyer carrying the products or by sending them through the mail 
or via bus parcel service. 

2. The Condom 

There are six major importers of condoms in Iran. All are 
located in Tehran. One importer is reported to account for approximately 
half of all condoms entering the country for commercial distribution. 

The importers estimate that approximately half of total retail 
trade in condoms is in Tehran. Most of the rest is retailed in other 
large cities and very little reaches the small cities, towns or villages. 
In Tehran, street vendors and houses of prostitution are believed to 
account for well over half of user purchases. Pharmacies and drugstores 
account for 20 to 30% of user purchases and a miscellany of other stores 
(haberdasheries, variety stores, and food stores in poorer neighborhoods) 
account for a lesser volume. 

In cities outside of Tehran the relative importance of street 
vendors and houses of prostitution is less and that of drugstores is 
greater, so that in the smaller cities the sale of condoms is primarily 
through drugstores. 

Distribution between trade levels is accomplished presently 
by buyer rather than by seller initiative. The importers do not travel 
as salesmen but wait for buyers to come to them. The direct customers 
of the importers are primarily large drugstores and houses of prostitution 
in Tehran who send "runners” to the importer*s place of business. The 
large drugstores in turn sell to street vendors and to other retailers 
in the city. Out of town buyers who may be large drugstores or limited 
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line wholesalers order by mail or visit the importers on buying trips to 
Tehran. They in turn resell to smaller retailers and to vendors who come 
to them from the same city or other outlying cities. Supplementing the 
buyer-initiated distribution there are a few itinerant merchants who 
carry the product to outlying communities where they sell to small general 
merchants. 


Diaphragms, contraceptive jellies and I.U.D.’s are sold 
commercially only through pharmacies and drugstores that secure them as 
they do other drug products. 

E. ATTITUDES OF DISTRIBUTORS 

1. The Oral Contraceptive 

This product is classified as a drug in the minds of those 
involved in the distribution process, and therefore, no negative 
attitudes appear to be associated with the product. There is reluctance 
on the part of the drug houses to increase promotional efforts or 
expenditures associated with selling the product through commercial 
channels for the following reasons: 

a. The commercial market as represented by shipments of 
the drug houses is not increasing, but actually has 
decreased somewhat during the past year. 

b. A significant proportion of the oral contraceptives 
sold through the commercial sector were originally 
sold by the drug houses to other facilities in the 
country such as the family planning clinics or given 
as samples by the drug houses. 

c. The success of the non-commercial family planning 
program with its attendant low charges to consumers, 
provides stringent competition in a country where 
per capita income is low in relationship to the 
commercial price of oral contraceptives. 

d. Governmental regulations prohibit the advertising 
of oral contraceptives directly to consumers; the 
available distribution network covers a limited 
portion of the population, thus limiting the 
ability of drug houses to expand the market. 

Discussions with personnel in drug firms, pharmacies and 
drugstores indicate that the retail sale of product is viewed as 
highly profitable on a unit basis. This profitability concept results 
from the fact that in addition to their legally authorized drug margin, 
(15-17% off the retail price), the retailers also receive approximately 
30% of the value of their purchases as bonus merchandise which they then 
sell at regular retail prices. The retailers are also able to buy at 
low cost the relatively large volume of pills reported to be diverted 
from non-commercial channels and from professional sampling. 
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2. The Condom 


Visits with importers, wholesalers, drug outlets and street 
vendors handling condoms revealed little reluctance to distribute or 
sell the product. Drugstores and pharmacies evidenced a slight concern 
when discussing the condom, but suggest a reluctance to sell the product. 

A more important barrier to increasing the sale of condoms 
appears to be the attitudes of the general population toward buying the 
product. Conversations with government officials, drug firms ' 
representatives, Iranian marketing consultants, family planning 
personnel, taxi drivers, and various types of retailers all indicate 
that the condom is heavily associated in the minds of Iranians with 
prostitution, venereal disease and non-marital intercourse. For these 
reasons, many consumers are reportedly ashamed to purchase condoms from 
legitimate sources such as drug outlets. This attitude may account, 
in part, for the importance of the street vendor in distributing 
condoms, and the lack of distribution in most sectors of the country. 

The relationship between the customer and street vendor is momentary, 
as opposed to visiting a neighborhood drugstore, and many such street 
vendors exist in the larger cities so tha.t repeat purchases could be 
directed to varying vendors. 

Discussions with a number of the major non-drug consumer 
goods distributors, such as those merchandising soap, toothpaste, baby 
foods, candies and razor blades, indicate that such companies would 
consider it damaging to their reputation to distribute condoms. 

F. MARKETING AND SALES PRACTICES EMPLOYED TO MOVE CONTRACEPTIVES 

1. The Oral Contraceptive 

Four primary methods are employed by the drug houses in 
promoting oral contraceptives. These include (a) calls by detail men 
on doctors; (b) sampling to doctors; (c) trade literature distributed 
to wholesalers, drugstores, and pharmacies; and, (d) bonus merchandise 
given to retailers. 

Each of the drug houses supports a detail force to call on 
doctors and promote its line of pharmaceuticals. Oral contraceptives 
are only one of a wide range of products mentioned during such calls. 

The frequency with which a doctor is visited, or specific products 
mentioned depends upon the size and nature of his practice. Generally 
however, the more important doctors are seen onc.e per month, and the 
remainder once every two months. Highly important doctors may be seen 
as often as once per week and samples left on each visit. 

In the outlying or smaller cities the drug houses do not 
retain full-time detail men on their staff, but rather hire the part- 
time services of an individual to make such calls. Owners of local 
drugstores or pharmacies are often used in this capacity. 
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Since a high proportion of the population is not serviced by 
a private physician or pharmacy, it is estimated that the total efforts 
of these detail forces involve geographic areas accounting for not more 
than 50% of the total Iranian population. 

The trade literature and advertising provided by the drug 
houses covers a wide variety of forms including instruction booklets, 
matchbooks, pamphlets, leaflets and the like. This literature is 
dispensed quite freely to the doctors for their own information, or 
for their patients, as well as to drug wholesalers and pharmacies. 

There is no direct consumer advertising of oral contraceptives in Iran. 

The credit terms extended by the drug houses on oral 
contraceptives are quite liberal in comparison with many consumer goods 
items on which retailer margins are smaller. Thirty days is the most 
frequently quoted period, with 60 to 90 days not uncommon. Accounts 
which pay their bills within 10 days from date of delivery receive an 
extra 2% discount for cash. 

The normal retailer’s margin on pharmaceuticals as prescribed 
by law is 17% of the selling price on products manufactured in Iran and 
15% on imported drugs. Wholesalers generally receive a 5% markup on 
oral contraceptives over the price which they paid for the product from 
the manufacturer. 

In actuality the retailer’s profit margin is significantly 
higher than 15% or 17% of the retail price since he receives approximately 
30 free cycles for every 100 he purchases. This results in an actual 
retail margin of approximately 36% and may reach as high as 39% if one 
includes the cash discount of 2% plus a 1 or 1-1/2% rebate on gross 
purchases which is given to the large-volume retailers annually. 

On those oral contraceptives sold by the pharmacies and 
drugstores which were originally purchased by the family planning program, 
or given as samples to physicians, the retailers’ markup may be several 
times the price which he paid for the merchandise. 

The heavy emphasis upon liberal credit terms and bonus merchan¬ 
dise to sell oral contraceptives results from the belief on the part of 
the drug houses that drugstores and pharmacies seldom supply the patient 
with the product called for on the prescription, but rather substitute 
any comparable product on which the margin happens to be highest that 
particular month. Thus the drug house uses bonus merchandise as a means 
of widening the retailer’s margin for its particular product. 


Retail margin is generally computed in Iran as a percentage of the 
retail selling price. Wholesalers or importers sometimes talk in terms 
of their markup which they compute as a percentage of the price which 
they pay for the merchandise. 
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Direct observation and discussion with trade sources indicates 
that in Tehran retail prices for OCP's secured through regular channels 
are $0.65 to $1.05 per cycle. In other cities (with less direct 
distribution) prices are more commonly in the upper part of this range. 
The retailer buying directly from a drug house would pay from $0.40 to 
$0.55 per cycle, depending on the amount of bonus goods averaged into 
his purchase cost. The small store buying indirectly would pay $0.02 
to $0.04 more as margin for the wholesaler. 

For merchandise diverted into the retail trade, merchants are 
reported to pay $0.20 to $0.30 and to sell at $0.39 to $0.50 per cycle; 
but sometimes these goods are sold at full normal retail price. 

2. The Condom 

Little, if any, sales or merchandising effort is employed in 
Iran to promote the sale of condoms. The importers do not leave their 
shops to make sales calls on their customers, but rather depend on their 
clientB to send runners for the merchandise. Wholesalers and retailers 
throughout the country are not solicited by the importers, but rather 
must initiate the ordering process if they want the merchandise. 
Throughout the entire distribution chain, the buyer must pull the product 
through the channel. Condoms are not advertised in Iran, except by 
display in the glass-topped cases of the street vendors. 

There is no standard markup or margin structure on condoms 
in Iran at the various stages in the distribution process. Rather, it 
appears that each step in the cycle charges what the traffic will bear. 

One popular brand, Gold Pack, costs an importer 100 rials per 
gross, plus 30 rials duty. One large importer sells this product to 
pharmacies or drugstores for 180 rials, or to wholesalers for 160 rials. 
The wholesaler in turn charges smaller pharmacies 240 rials per gross 
as do the larger drugstores that also sell to smaller pharmacies. The 
product is sold to the consumer at 4 rials each, or the equivalent of 
576 rials per gross. This typical example gives the importer a 20% to 
40% markup over his purchase cost including duties; the wholesaler a 
50% markup over his costs; and the typical retailer a 140-220% markup 
over his cost. Thus, the consumer pays four and one-half times the 
imported cost. 

Another major brand of condom, "Lucky", costs the importer 
150 rials per gross including duties. He sells this to the wholesaler 
for 180 rials (a 20% markup), the wholesaler sells to the pharmacy at 
360 rials (a 100% markup), who in turn sells to the consumer at 5 rials 
each, or the equivalent of 720 rials per gross (another 100% markup) and 
the consumer price is almost five times the landed duty paid cost. 
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Street vendors generally charge higher consumer prices than 
pharmacies for the product. A condom which sells for 5 rials in a 
pharmacy will usually cost 7 rials from a street vendor. The vendor's 
margin is no higher than the pharmacy’s, however, since the vendor must, 
in most instances, buy his inventory from the drugstore or pharmacy. 

In total, 34 different brands of condoms were found in Iran. 
At the import level, these ranged in value from .62 rial to 1.50 rials 
per condom, depending upon the quality, packaging and style. The 
lubricated varieties are in the 1.30 to 1.50 per unit category. 
Pharmacies generally pay 1 to 3 rials per condom, and sell them for 3 
to 5 rials, with street vendors charging 5 to 7 rials. Sales terms all 
along the line are usually cash on delivery. 

3. Other Products 

The diaphragm and contraceptive jellies are sold direct to 
the larger pharmacies and drugstores by the drug houses and through 
drug wholesalers for the smaller retailers. The margins are generally 
low as compared to condoms and oral contraceptives. The druggist 
typically pays 295 rials for a diaphragm and sells it for 346 rials. 

This gives him a markup on his cost of 17%. Contraceptive jelly is 
bought by the druggist for 99.5 rials and sold for 115 rials, resulting 
in a markup on his cost of 15%. 

Due to the relatively small sales volume of these products, 
no special sales or promtional effort accompanies their sale through 
the channel. 

G. PROBLEMS AND OPPORTUNITIES FOR EXPANSION OF DISTRIBUTION 

General problems affecting the efficient commercial distribu¬ 
tion of contraceptives include: 

1. The physical distribution patterns in Iran for consumer 
goods are irregular and largely dependent upon the 
aggressiveness of retailers. 

2. Physical distribution costs and margins associated with 
the oral contraceptive and condom are traditionally 
higher than for other consumer goods products. 

3. Over 60% of the population lives in rural settings, 
many in remote villages. 

4. Promotion media are scarce, especially in the smaller 
villages. This is partially due to the high rate of 
illiteracy in the country and also the relatively low 
per capita income in the rural areas. 
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In order to control the margin structure on contraceptives, 
it would be necessary to work with a channel which reaches directly 
from the manufacturer to the retailer. It would also be highly 
desirable that such a network have the ability to provide local or 
point-of-display advertising materials. A channel that could extend 
credit, or place consignment inventories would also prove beneficial 
in gaining wider distribution. In addition, if really broad-scale 
demand is to be developed and serviced, the network should reach a 
high proportion of the total population, including the villages which 
account for a high proportion of Iran f s total population. 

1. _Oral Contraceptives 


Other than inadequate information and conviction among 
potential users, the major barriers which impede the increased sale 
and distribution of oral contraceptives in Iran are as follows: 

a. Legally the product can only be sold through licensed 
pharmacies and drugstores and there are only about 
1500 such stores, largely concentrated in major 
population centers. 

b. Commercial advertising of the product is prohibited 
by law. 

c. The government requires the product to be sold only 
by prescription. 

d. In several areas there is a serious lack of doctors 
to prescribe and pharmacies and drug houses to sell 
the product. 

e. The drug houses are losing interest in promoting and 
detailing the product due to the high incidence of 
product being sold which was not provided directly 
by them. 

f. The commercial channel price is high in relation to 
average incomes and its product can be obtained 
significantly cheaper from family planning 
clinics. 

Little, if anything, can probably be done in Iran to widen 
the distribution of the oral contraceptive unless several of the above 
obstacles are overcome. For example, since there are only about 1500 
drugstores and pharmacies in Iran, and these do not reach a high 
proportion of the population, it would be necessary to develop more 
pharmacies or to allow sales of the product through other retail outlets 
in order to reach the 50% of the population not now serviced by presently 
approved stores. 
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In addition, it would probably be necessary to discard the 
requirement that the product be sold only to a prescription holder, 
since most villages do not have a doctor to write the prescription. 
This, of course, would have little effect unless effective demand were 
created by education and promotion. If the drug companies must bear 
the cost of education and use promotion, the retail price of OCP ? s will 
remain high; and a barrier to use. 

As now structured, the marketing of OCP’s involves high cost 
to the drug houses (primarily the shared cost of detailing and the 
direct cost of samples). These are part of the normal pattern of 
pharmaceutical marketing and do not reflect any discriminatory burden 
on OCP’s, as such. Some subsidization of these promotion costs in 
return for a lowering of manufacturers’ selling prices would be the 
single most important means of lowering retail prices to consumers. 

A reduction or elimination of all taxes and duties could 
also move the retail cost of the product significantly lower. One 
drug house lists the following as the taxes and duties which it must 
pay to import the product: 


Customs Duties 10% 

Commercial Benefit Tax 5 

Bank Registration Fee 4 

Red Lion and Sun 1.5 

Municipality Tax 6 

Bank Duties 2 


If, in addition, a normal retail margin were maintained on 
the product, and the price reducing benefits of the bonus merchandise 
given by the manufacturers were passed on to the customer, the product 
could be sold to the consumer at a substantial reduction for current 
levels. 

2. The Condom 

In a country in which so many couples do not have convenient 
access to channels through which oral contraceptives can be dispensed 
the condom is potentially an important means to family planning. The 
fulfillment of this role by the condom in Iran is seriously handicapped 
by four major problems: 

a. The product receives relatively little attention by 
family planning clinics and no commercial promotional 
support, thus it apparently is seldom considered by 
couples wishing to practice family planning. 

b. The product’s linkage with illicit sex, prostitution, 
and venereal disease appears to be unusually strong 
in Iran, thus there is embarrassment in its purchase 
and even some in its sale. 
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c. The haphazard distribution fails to make the 
product available where it could be most useful 
in the smaller cities, towns and villages. 

d. Exceptionally high margins, possibly facilitated 
by small volume and haphazard distribution, result 
in retail prices at least twice as high as would 
be required for orderly commercial distribution. 

If the first two problems could be relieved by an appropriate 
program sponsored by some respected agency, the latter two problems 
could be relieved by a planned program of commercial distribution. 

We have examined the possibility of securing national 
distribution to retailers through channels already established for 
other consumer products such as kerosene, soft drinks, cigarettes, 
sanitary protection, alcoholic beverages, soap, razor blades, 
toothpaste, shampoo, aspirin and candy. 

The channels currently employed to market kerosene, soft 
drinks, sanitary protection and alcoholic beverages do not have the 
necessary characteristics. These channels either possess numerous 
layers (thus adding to the cost of delivering the product), are 
dependent upon the retailer reaching back through the channel to obtain 
the product, would not be effective in an overall program due to their 
fragmented structure, or do not reach a sufficiently high proportion of 
the population. 

Kerosene, for example, is generally delivered to homes and 
rural village stores by a truck or a horse-drawn tank. On the latter 
vehicle there is no storage area secure from inclement weather and 
condoms would almcst undoubtedly become soiled from the grease and 
general contamination in the distribution process. Soft drinks 
distribution is less broad than in many developing countries, being 
limited by the lack of refrigeration and the affinity for tea. 

Cigarette distribution is accomplished by the Iranian Tobacco 
Company through approximately 140 company warehouses. Cigarette whole¬ 
salers visit these warehouses to purchase. No push or promotional effort 
is expended on the part of the original seller. Because cigarettes are 
a high demand product and the retail price is set by government decree, 
the product is handled by wholesalers at a very low margin as a service 
to retailers who may buy other more profitable products from the 
wholesaler. This distribution network could be an effective means of 
getting both low-cost and widespread availability of condoms to retailers, 
but would certainly require promotional supplementation subsidized by 
interested agencies. Some measure of price control might be secured by 
imprinting retail prices on the package. 


39 


Arthur D Little, Inc 



Distribution of sanitary protection is limited to the larger 
cities and to the more affluent neighborhoods within these cities. 
Alcoholic beverages are not favored by the predominant religion in Iran, 
and are therefore limited in distribution, and the alignment of condoms 
with alcoholic beverages would probably confirm the already poor image 
of the condom. 

There are, however, a small number of companies who do 
possess the attributes necessary for the effective distribution of 
contraceptives, particularly the condom. These include firms marketing 
soap, razor blades, toothpaste, shampoos, shaving creams, aspirin 
tablets, and candy. 

These companies maintain fleets of trucks and driver 
salesmen who call on stores in the cities, towns, and villages on a 
regular cycle basis. The salesmen deliver the merchandise, collect the 
money (often for the previous delivery) and arrange advertising and 
point-of-display materials. They visit 25-30 stores per day, and 
generally see each shopkeeper five to six times per year. 

This group presents a unique capability in the Iranian 
marketing system, not only because it enables the manufacturers to cover 
a wide territory on a regular basis, but also because the manufacturer 
can control his prices, advertising, sales messages and other merchan¬ 
dising tactics in a uniform manner throughout the country. 

The cost in one such national system is equivalent to 13% of 
the price paid by the retailer for the goods. The retailer then adds a 
15-20% margin (as a percentage of his selling price) for stocking, 
displaying, and selling the merchandise. 

Credit arrangements, or consignment inventories, are common 
under these systems since the driver-salesman knows his customers 
individually and has a record of their credit history. 

Several of these companies estimate that they cover 80-90% 
of the population in Iran through their systems. The major obstacle to 
using these channels for distributing condoms relates to the reluctance 
of the firms to associate their company names with condoms, and perhaps 
the reticence of their driver-salesmen to push the product. 

Another, and more immediately feasible means of securing 
low-cost and widespread distribution for the condom, is via the 
government’s tobacco monopoly. 

We believe that the condom might be sold to the consumer for 
as little as 12 rials per dozen in Iran, as compared to a present retail 
price of 36 to 84 rials per dozen. This could be accomplished by 
(a) eliminating the import duties and taxes; (b) reducing the number of 
middlemen in the system; and (c) applying normal consumer goods margins 
of 15-20% at retail rather than the exorbitant markups now realized by 
those handling the product. 
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It is believed desirable to plan a series of test markets in 
Iran for the condom, utilizing the above approach. These test markets 
should vary in terms of media used for educational purposes, media 
content, package size and design, and retail price. Such test could 
assist materially in developing a sound and workable program for 
country-wide expansion. 

3. Other Contraceptives 

It appears doubtful at this point that the distribution of 
diaphragms or contraceptive jellies could be expanded significantly in 
Iran. These products are probably more difficult for the average 
villager to use than the condom or oral contraceptive and require a 
higher level of motivation. Sales of these products would probably be 
so low per retail outlet as to discourage the shopkeepers from stocking 
them. In addition, their usage would probably be more costly than the 
oral contraceptive or condom due to their limited sales appeal. 

It would be possible, however, to test the appeal of these 
products within the overall structure of the proposed test markets 
outlined above. 
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IV. DISTRIBUTION PRACTICES, LIMITATIONS, AND OPPORTUNITIES 

IN THE PHILIPPINES 


A. DISTRIBUTION OF CONTRACEPTIVE PRODUCTS 
1. Oral Contraceptives 

In 1971, the oral contraceptive pill (OCP) was the most 
widely used family planning method in the Philippines. In the non¬ 
commercial sector it was securing far more new acceptors than any other 
method. Information obtained from the Family Planning Evaluation Office, 
University of the Philippines Population Institute covering preliminary 
1970 data on acceptors in non-commercial clinics and health offices 
(Exhibit I), shows over half (53.1%) of the new acceptors to be OCP 
users, followed by the I.U.D. (21.9%) and rhythm (15.9%). The "other 11 
category, which had no itemized breakdown, includes withdrawal, 
condoms, vaginal tablets, foams, spermicides and injections. Since 
OOP's were also the predominant contraceptive sold in commercial 
channels, its importance in family planning is apparent. 

An estimated 1,200,000 cycles of oral contraceptive pills 
(OCP) were moved to and through commercial channels by drug houses in 
the Philippines in 1970. These estimates do not include professional 
samples or any "spill over" of supplies from the non-ccmmercial channels 
which often find their way into drugstores. No one interviewed would 
venture a guess as to the total amount of "spill over"; we estimate OCP 
professional samples to average about 20% (or roughly 240,000 cycles), 
although sampling practices vary from distributor to distributor and 
from product to product. Some professional samples and some product 
diverted from non-commercial channels were sold by retailers. Based on 
discussions with over fifty key individuals in various government 
offices, manufacturing and distribution companies, and a wide variety 
of family planning agencies, we estimate total retail sales to have been 
in the range of 1,300,000 to 1,400,000 cycles. 

A slightly smaller number of OCP's (1,150,000 cycles) moved 
into or through government and other non-commercial channels in the 
same year. As a rough estimate 750,000 of these may have been dispensed 
to consumers during the year. Whereas the commercial distribution of 
OCP's is expected to remain at present levels or rise only modestly, 
non-commercial distribution will rise markedly in 1971 as the number of 
family planning clinics increase and the cumulative effect of the 
rapidly expanding family planning program takes effect. 

a. Commercial 

Oral contraceptives have been available through commercial 
channels in the Philippines for about 10 years. Although there was an 
Administrative Order banning the importation of contraceptives, the 
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EXHIBIT I 


FAMILY PLANNING ACCEPTORS BY MONTH AND BY METHOD 


Month Method 



Pills 

IUD 

Rhythm 

Others 

Total 

January 

6,000 

1,700 

1,800 

900 

10,400 

February 

5,500 

1,900 

1,200 

2,000 

10,600 

March 

6,800 

2,500 

2,500 

1,400 

13,200 

April 

7,200 

2,400 

2,200 

1,600 

13,400 

May 

7,200 

2,800 

2,400 

1,500 

13,900 

June 

7,400 

3,100 

2,200 

1,400 

14,100 

July 

8,200 

4,100 

3,100 

1,700 

17,100 

August 

10,600 

4,800 

3,300 

2,100 

20,800 

September 

12,200 

5,500 

3,700 

1,900 

23,300 

October 

14,200 

6,500 

4,200 

1,800 

26,700 

November 

14,200 

5,500 

3,600 

1,500 

24,800 

December^ 

13,800 

5,800 

3,800 

1,600 

25,000 

Totals 

113,300 

46,600 

34,000 

19,400 

213,300 

Distribution 
by Method (%) 

53.1% 

21.9% 

15.9% 

9.1% 

100.0% 


0 / 

Estimated figures as of January 20, 1971. 

Source ; Family Planning Evaluation Office, University of the 
Philippines Population Institute. 
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products initially came in as "drugs for regulating menstruation." There 
have been as many as 24 different brands of oral contraceptives marketed 
in the Philippines. 

Ten major drug manufacturers have oral products on the market 
today, but three dominate that market; namely, Schering, Organon, and 
Wyeth. Schering/Berlin (Berlimed in the Philippines) distributes 
Minovlar, Anovlar and Gynovlar, which together account for 30-40% of the 
total 1970 commercial unit sales. Minovlar — the lowest in price — is 
Berlimed’ largest seller, followed by Anovlar, only smaller quantities 
of Gynovlar are sold. Organon’s Lyndiol is the single largest selling 
oral contraceptive in the Philippines with an estimated 25-30% of total 
commercial unit sales. Wyeth-Suaco’s Feminal (Ovral in the United 
States) has about 20% of the market; Wyeth’s Nordiol brand of oral 
contraceptive was first introduced to the Philippine market in the Fall 
of 1970. Lilly (Sequens) and Parke, Davis (Norlestrin) have withdrawn 
from the OCP market, and Upjohn’s Provest although not promoted as an 
oral contraceptive continues to be sold in bulk. Other drug houses 
participating in the market. include Johnson & Johnson, Searle, 

Mead Johnson, and Ciba. 

At the retail level commercial distribution cf OOP’s is 
restricted by law to licensed drugstores and technically they require 
a prescription for sale. With the exception of Wyeth-Suaco and 
Johnson & Johnson, which both have their own direct sales force, each 
brand of OCP is represented to the trade by dual marketing forces 
common in the drug industry. Detail men of the importing drug house 
(usually a subsidiary of the foreign manufacturer) promote, "detail" 
the product to physicians and large outlets, and the salesmen of a 
distributor sell the product. The distribution pattern varies company 
by company and is directly influenced by the size of the company, the 
number and type of other items carried in the drug line, and the 
extensiveness of the distributor’s field operation-. The drug houses 
with OOP's in the Philippines whom we interviewed use their detail men 
to contact from 2,000 to 8,000 of the approximately 20,000 doctors in 
the Philippines on a monthly basis. 

Individual distributors interviewed, each call on from 2,000 
to 5,000 of the 6,000 to 7,000 licensed drug outlets in the Philippines 
Most of the largest 2,000 to 3,000 drugstores serve as wholesalers in 
addition to their retail operations. Roughly 40% of Philippine drug 
sales are made in the greater Manila area, with an additional 20% in 
the remainder of Luzon (half in the north, half in the south). The 
remaining 40% of total drug sales in the other Philippine islands are 
primarily in the Visayan area and in Mindanao. 

Thus outside of Manila, drugstores as a channel do not 
provide broad availability to the people for any product. Also the high 
cost of drugs in relation to average family income (less than 10% of the 
households are estimated to have incomes greater than 3,000 pesos [$470] 
per year) limit the use of drugstores and drugstore products by most 
families. 
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In contrast to drug outlets, the most pervasive type of retail 
outlet in the Philippines is sari-sari stores which are estimated to 
total between 100,000 to 150,000. 

b. Non-Commercial 

Family planning has been an official policy of the Philippine 
Government only since 1970 and in the course of that year 200 of the 
1,500 Department of Health Rural Health Units began to add family 
planning to their programs. Prior to that time, the Family Planning 
Organization of the Philippines (FPOP) and the Institute for Maternal 
and Child Health (IMCH) spearheaded family planning efforts together 
with a number of smaller organizations. At the end of 1970, 
approximately 639 non-commercial family planning clinics were in 
operation. A listing of the nature and type of the total number of 
reporting clinics as compiled by the University of the Philippines 
Population Institute (UPPI) is shown in Lxhibit II. 

The source of practically all of the oral contraceptives in 
non-commercial channels in the Philippines has been USAID/Washington. 
These supplies have been distributed largely through the International 
Planned Parenthood Federation (IPPF) to the Family Planning Organization 
of the Philippines (FPOP), through the Pathfinder Fund organization to 
other non-commercial agencies and to the Philippine Government Department 
of Health Clinics. The year 1970 marked a change in the progestin base, 
brand and supplier of AID/Washington's procurement of OCP's for the 
Philippines from Searle's Ovulen 28 (Ethynodio di-acetate) to Wyeth's 
Ovral (Norgestrel) 

Supplies recorded as having been issued in the Philippines 
during 1970 by Pathfinder and FPOP total approximately 1,150,000 cycles. 
Of these, about 590,000 cycles were distributed to government clinics 
and the remaining to non-governmental channels including some 112 
private practitioners. The rate of distribution to final users is not 
reported centrally. Comparison of the number of cycles sent into this 
distribution channel with the rate of new acceptance in this young and 
rapidly developing program suggests that some significant percentage of 
the supplies are still in the distribution supply channel. Therefore, 
it seems reasonable to assume that dispensing to consumers may have been 
at the level of 650,000 to 850,000 during the year. 

Governmental clinics do not charge for contraceptive supplies 
made available, various of the private agencies either set desired charge 
levels or have a voluntary payment arrangement based on an individual's 
ability to pay. For example, many clinics try to set a nominal price of 
between 2.50 pesos and 3.00 pesos ($0.35 and $0.45) per cycle which 
approximates the price of the lowest priced commercial product available 
at drugstores. Sums collected from these payments go to the local clinic 
itself and are used to help cover some of the basic costs of operations. 
Records covering these receipts are not available centrally. 

For the non-commercial channels of distribution, contraceptives 
are generally shipped directly to the 639 private and government clinics 
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EXHIBIT II 

INSTITUTIONS WITH CLINICS OR FACILITIES REPORTING ACCEPTORS 

Parent Organization Number of Clinics 

Institute of Maternal and Child Health 147 

Department of Health 138 

Family Planning Organization of the Philippines 88 

Pathfinder Fund 43 

Manila City Health Department 41 

Philippine Medical Association 29 

Province of Nueva Ecija 27 

Asian Social Institute 24 

Province of Laguna 17 

Silliman University Medical Center 17 

Rural Health Units 16 

City Health Departments 12 

Philippine Rural Reconstruction Movement 8 

Bureau of Hospitals 8 

Dansalan Junior College 5 

U.P. College of Medicine 4 

Association of Philippine Medical Colleges 4 

Angeles City Health Department 3 

Davao Citjf Health Department 3 

International Post-Partum Program 2 

World Neighbors 2 

University of Santo Tomas 1 

Total 639 

Source: Family Planning Evaluation Office, University of the 

Philippines Population Institute. 
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via all modes of transportation, including air freight from Manila 
warehouse stocks of Pathfinder and FPOP. Pathfinder Fund has an 
experimental sub-distribution point in Baguio (Northern Luzon) to 
determine if such a distribution point will increase the efficiency of 
their distribucion and reduce "stock outs". If it proves successful, 
the Fund may expand its sub-distribution points to other key cities to 
expedite deliveries. Condoms, foams and brands of OCP’s other than 
those obtained from USAID are bought from local distributors. 

2. Intrauterine Devices 

For all practical purposes, IUD’s are no longer distributed 
through commercial channels. Despite pioneering marketing efforts by 
importers and distributors to make IUD’s available as long as 10 years’ 
ago, all residual interest in the device has been diverted to non¬ 
commercial channels where they are available at little or no cost. FPOP 
and Pathfinder together reported distribution to clinics of roughly 
130,000 IUD’s in 1970. 

Comparison of these figures with reported new acceptors 
(Exhibit I) shows a considerable discrepancy (46,600 acceptors versus 
130,000 distribution) suggesting that much of the new supply made 
available is still in clinic inventories. 

3. Condoms 

There are no reliable statistics available as to the 
quantity of condoms imported into the Philippines. No detailed product 
import breakdowns are available from the Philippine Customs Department. 
In distribution this is in fact a furtive trade, with sales by hawkers 
and sidewalk vendors in Manila and other cities in the Philippines as 
well as drugstore distribution. Our estimated range for consumption 
in the Philippines would be from a minimum of 10,000 gross to a high 
estimate of 100,000 gross. The former figure is derived from estimates 
of the sales by some of the large drug supermarket chains in the Manila 
area; the latter figure is an educated guess by one of the country’s 
larger importers. 

Condoms were found available at 17 of the 18 drugstores 
(of all sizes sampled) visited in the Greater Manila area during the 
course of our work. The availability of condors in normal commercial 
drug channels itself represents a change in policy over the last 
several years. For example, a decade ago the largest drug retail chain 
dropped condom sales for 8 years because of strong reactions by its 
customers against their sale; but it has now reinstated them. 

Most condoms are imported from Japan at prices of from $1.10 
to $1.25 f.o.b. Osaka per gross for ordinary foil enclosed pieces and 
roughly $2.00 per gross for lubricated condoms. The effective local 
wholesale price for the most popular non lubricated condom is 12 pesos 
to 14 pesos ($1.90 to $2.20) per gross. Drugstore prices sampled for 
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the most widely available "Gold Coin" brand of condom were 40 to 80 
centavos $0.05 to $0.10) per wallet pack of three or 192 to 384 pesos 
($3.00 to $6.00) per gross which suggests that the-margins of this 
product are extremely attractive to the wholesale and retail drug trade 
in comparison to the normal margins on their other products. Street 
vendor prices noted for the same item were roughly double the drugstore 
price although this rate was somewhat negotiable. 

For all practical purposes, no condoms are distributed 
through the non-commercial channels. Despite the "cafeteria approach" 
advocated as a matter of policy in the family planning programs of the 
Philippines, condoms frequently are not available even for purposes of 
illustration in clinics, much less available for distribution. In 1970, 
only about 50 gross were issued by the FPOP from stocks left over from 
1969, and Pathfinder Fund reported 150 gross as having been distributed. 

No supplies were on hand with either institution in February 1971. 

4. Other Contraceptive Devices 

Other contraceptive products have only very small movement 
through either commercial or non-commercial channels in the Philippines. 
Vaginal creams and jellies are probably the largest selling items in 
this category with sales estimated to have been in excess of 150,000 
pesos ($ 23 , 500 ) in 1970 . This market is dominated by Ortho Pharmaceutical’s 
Orthogynol jelly and Delfen creams. Suppositories are probably the second 
largest selling items with Eaton’s Lorophyn and Norwich’s Norform sharing 
a market estimated in excess of 100,000 pesos ($ 15 , 500 ) in 1970 . 

Token amounts of foams and other miscellaneous contraceptive 
products are made available to the non-commercial channels. Because of 
its long-term potential, the mpst noteworthy of other contraceptive 
methods in use is the injectable Depo Provera (3 months’ dosage) which 
is being made available on an experimental basis to several clinics and 
a number of physicians for their private practice. The product was 
first introduced to the Philippines in May 1968, and present limited 
distribution is estimated at 15,000 to 20,000 injections per year 
(equivalent to an estimated 50,000 cycles of OCP). 

B. LOCAL MANUFACTURING AND PROCESSING 

As of early 1971 , there was no basic local manufacturing of 
contraceptive products in the Philippines. Several years ago the United 
Drug Company prepared a local brand of oral contraceptives (Ovutrol) 
using imported materials. The product was reported to be very similar 
to Orthonovum. Ovutrol was discontinued within one year of its introduc¬ 
tion. With the recent continuing growth of OCP use in the Philippines, 
United Drug has indicated its intention to return to the OCP field with 
local manufacture and is now reported to be reformulating Ovutrol with 
plans to introduce a new "third generation" estrogen sometime in 1971. 
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A number of OCP marketers (Schering and Organon) tabletize 
or repackage OOP's using imported finished materials. The incentive 
for such practice is a reduction from the normal import duty of 30% 
for finished product, down to a low of 10% depending on the nature and 
extent of local processing/manufacturing. There is no evidence that 
this local packaging of foreign brands results in a lower retail price 
or more effective distribution. Importers of minor brands regard the 
overall economics of local packaging operations as unfavorable in 
comparison to the 30% duty on the imported packaged product. 

C. ATTITUDES OF DISTRIBUTORS 

We encountered no antagonism or attitudinal obstacles to the 
distribution of contraceptives in our limited sampling of drug outlets 
in the Greater Manila area (18 drugstores) or in more extensive 
interviews with importers (12) and distributors (If". This would not 
have been the case in the past. We were told in our interviews of 
former obstacles to importation of contraceptives and antagonistic 
reactions from customers when drug outlets began to carry contraceptives. 

For example, in 1964 when Organon openly promoted oral 
contraceptives for family planning, they received threatening calls 
from drugstores and other distributors who said that they would not 
take on any of Organon's other products if they continued marketing 
contraceptives. As noted earlier, retailers had similar experiences 
at about that time with regard to the selling of condoms. 

The change in attitudes is accounted for by the relatively 
recent liberalization of opinion toward family planning in general, and 
the great rise in contraceptive distribution through non-commercial 
channels. In President Marcos' 1970 State of the Nation message he 
announced family planning as an official policy of the Philippine 
Government. 


The drug retailers' policies on handling oral contraceptives 
now appear to be guided more by perceived demand and profit potential 
than by religious doctrine. One leading importer stated that no drug 
outlet will really refuse to sell OCP's on religious grounds, and 
another estimated that OOP's are available in as many as 90% of all 
drugstores in the Philippines. Contraceptive products were available 
in all the drugstores sampled in the Greater Manila area. All carried 
at least one brand of OCP's, 17 of the 18 carried condoms. Regarding 
OOP's the concern of importers and drug distributors is not with the 
development of retail outlets, rather it is with the shortfall of 
effective demand below the potential, the fear that commercial markets 
for contraceptives may be eroded by the large quantities of OCP's now 
being made available at less, or no cost through non-commercial 
channels, and because some of these latter supplies find their way 
back into drugstore outlets at greatly reduced prices. 
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D. MARKETING AND SALES PRACTICES 


1. Oral Contraceptives 

Since all commercial contraceptive products with the exception 
of the condom move exclusively through drug channels, these products are 
handled in the traditional dual representation drug industry distribution 
pattern; namely, detail men promote the products to physicians and large 
outlets and distributor salesmen sell the product to drug outlets. 

Except for Wyeth-Suaco and Johnson & Johnson’s Ortho Pharmaceutical 
products, these activities are handled by two independent companies; one 
representing the importing drug house, and the other the local distributor 
that has exclusive distribution rights . 

The exact nature of the marketing effort varies from product 
to product and is directly influenced by the number and types of other 
items besides OOP’s that are carried in each company’s drug line, and 
the extensiveness of the distributor’s field operations. There are 
about 20,000 doctors in the Philippines and perhaps half of them are 
contacted monthly by the detail men of several manufacturers and 
importers. The size of the "detail" forces in the companies we inter¬ 
viewed ranged from 15 to 85 and most men can be expected to make 180 to 
200 calls per month. Most companies classify individual doctors and 
large outlets by potential significance, and the frequency of calls 
reflects this judgment. For example, a given firm will contact some 
doctors twice a month, some once a month, and others less frequently. 

The drug distributors estimate that there are 6,000 to 7,000 
licensed drug outlets in the Philippines. About 1,000 are so-called 
’’home remedy" stores which do not have the right to fill prescriptions 
and are licensed to carry only common USP products. The large 
distributors call regularly on almost all of the licensed stores. 

Smaller distributors will serve only one-half to one-third of this store 
universe. Most of the largest 2,000 to 3,000 drugstores in the country 
also serve as wholesalers to smaller drugstores in addition to their 
retail operations. Many distributors restrict calls on drugstores to 
those doing specified minimum amounts of business with them. Distributor 
salesmen also serve more than 500 to 600 dispensing doctors in rural 
areas and a number of hospitals which obtain supplies outside of 
government channels. 

Promotion and distribution margins for prescription drug 
products (including OOP's) in the Philippines vary depending on brand, 
competition and location, but generally fall within the following ranges. 

The importing drug house which assumes the costs of promotion 
(primarily detailing and samples, professional advertising and literature) 
will add 50% to 80% over its landed, duty-paid costs. Samples given to 
physicians and to retailers normally equal 10% to 25% of the volume sold 
and are normally close to the higher figure for oral contraceptive 
products. For new products, sample volume may equal or exceed sold volume. 
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The distributor who buys from the importer and handles the 
actual sale and distribution of the product to retailers normally seeks 
a 15% to 25% margin in his selling price to retailers. 

The retail drug margin in the Philippines appears to be 
relatively low (by comparison with this function in other countries) 
being only 5 to 10% of selling price on competitive products in highly 
competitive locations. There is considerable variation in practice, 
however, since prices tend to rise the more remote the location, and 
with a decrease in the number of competitors. Many large retailers 
also serve as wholesalers to small retailers, thus adding an extra 5 / 
or so to their own margins and to the cost base of the small retailers. 
In general, the retail prices of OCP's in the Philippines appears to be 
100% to (sometimes) 150% of above costs c.i.f. importer's warehouse. 

Retail prices of oral contraceptives vary widely despite 
normal suggested "list" prices by the manufacturer-importer. Exhibit 
III shows a survey of 18 drugstores in the Greater Manila area and the 
great variation of prices between types (sizes) of the drug outlets and 
between individual stores in each category. The stores sampled included 
large, medium and small-sized outlets and both chain and independent 
ownership. Prices per cycle ranged from a low of 2 pesos ($0.30) for 
Searle's Ovulen to a high of 7.90 pesos ($1.25) for Johnson & Johnson's 
Orthonovum. The reported retail price of 2 pesos for the Ovulen 
suggests that the merchandise entered the trade as free samples or from 
the back door of a non-commercial agency (USAID supplies) inasmuch as 
the normal wholesale price for Ovulen is 2.25 pesos ($0.35). 

Bonus merchandise practices vary according to the company, 
pricing strategy, sales volume and the competitive situation overall. 

The largest "bonus" OCP brand is Organon's Lyndiol, which frequently 
has bonus "stock up" months, when for each quantity ordered, a matching 
quantity is given at no additional cost. This liberal bonus policy 
fits in with Lyndiol's very high nominal wholesale price of 5.30 pesos 
($0.85) per cycle. This wholesale price would suggest a normal retail 
price of between 5.75 pesos and 6 pesos ($0.90 and $0.95) per cycle; 
but the price of Lyndiol from our sampling of Manila drugstores ranged 
from a low of 3 pesos ($0.50) to a high of only 5.10 pesos ($0.80). 

This would suggest an average bonus practice for Lyndiol of between 
20 and 70% to correspond with these retail prices. 

There are no sales of drug products on consignment. Cash 
discounts are not universal, but 2% cash discounts were reported by 
several distributors. In their terms, cash discount means cash on the 
spot for small retailers and 30 days for large customers. In many of 
these cases, normal terms were 60 days net; but in practice, they were 
usually more than 90 days. 
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exhib: 


SURVEY OF RETAIL OUTLETS FOR CONTRACEPTH 

(February 19' 


RETA] 


Brands and Packs 


Orals 

Sobering Berlin 

Minovlar 21 ) 

Minovlar ED 28) 
Gynovlar 21 
Anovlar 21 

Organon 

Lyndiol 2.5 mg. 22) 
Lvndiol 5 mg. 20 ) 

Wyeth Suaco 

Femenal 21 
Nordiol 21 


Searle 

Ovulen 21 ) 

Ovulen 1 mg. 28 ) 
Enovid 100's ) 

Enovid (each tablet) 

Upjo^ Qvest ioO's ) 

Provest (each tablet)) 
Provest 20's ) 


Drug Supermarkets 


1 

2 

3 

4 

None 

3.00 

2.85 

3.00 

3.25 

3.00 

2.85 

3.00 

None 

4.30 

4.30 

4.30 

None 

4.00 

3.80 

3.80 

None 

3.70 

3.30 

3.50 

None 

None 

None 

None 

3.95 

3.65 

3.65 

3.50 

4.65 

3.85 

4.10 

3.85 

None 

None 

None 

None 


2.50 

2.50 

2.40 


55.00 

60.00 

.57 

59.00 

51.75 

51.75 

.46 




9.85 


Medium Drug Stores 


5 

6 

7 

8 

3.00 

2.85 

3.00 

2.85 

3.00 

2.85 

3.00 

2.85 

4.30 

4.30 

4.30 

4.30 

4.00 

3.80 

4.00 

3.80 

5.10 

3.60 

3.65 

3.50 

None 

None 

None 

None 

3.90 

3.70 

3.80 

3.70 

4.30 

4.20 

None 

4.25 

None 

None 

None 

None 

2.70 

2.50 

2.00 

2.50 

.70 

.55 


.60 




51.75 

.60 

.55 

.60 




CHIBIT III 


EPTIVE PRODUCTS IN THE GREATER MANILA AREA 
y 1971) 


RETAIL PRICES IN PESOS FOR 18 STORES 


Small Drug Stores 


8 

9 

10 

11 

12 

.85 

3.00 

2.85 

3.90 

3.50 

.85 

3.20 

2.85 

3.90 

3.50 

.30 

4.60 

4.85 

5.90 

4.50 

.80 

4.00 

3.80 

4.90 

3.50 

50 

3.50 

3.55 

4.90 

4.00 

one 

None 

None 

None 

None 

70 

4.00 

3.65 

5.50 

4.50 

25 

None 

4.10 

None 

None 

one 

None 

None 

None 

None 

50 

; 3.00 

2.30 

3.50 

4.00 

60 

.90 

.50 

.75 

.60 

75 

.60 

.50 

.65 

.70 


13 

14 

15 

16 

17 

3.00 

2.65 

3.00 

None 

3.00 

3.00 

None 

3.00 

None 

3.00 

4.20 

4.95 

4.60 

None 

None 

4.00 

4.50 

3.60 

4.40 

4.00 

None 

5.00 

4.30 

4.00 

3.00 

None 

None 

None 

None 

None 





3.85 

None 

None 

None 

None 

None 

None 

None 

None 

None 

None 


4.15 


3.50 




.60 

.60 

.50 

.0.50 
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None 

None 

4.50 

None 


3.50 

None 


3.90 

None 


None 

2.50 


.50 
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EXHIBIT III 
(Continued) 


RETAIL PRICE BY S 


_ Drug Supermarkets Medium Drug Stores 

1 2 3 4 5 6 7 8 

Condoms 


Jellia Skin@ 

.30 


.25 



.50 


Jellia Skin 12's 


7.00 

3.00 




Jellia Skin 3's 


3.00 






Sheik 3's 


3.00 





1.80 

Sheik @ 






.50 

Gold Coin 3's 


.50 

.40 

.60 

.50 

.80 

.60 

Gold Pack 3's 






.80 

Million Gold @ 






.50 


Wet-Cheek 

.30 






Safeway @ 


o 

oo 




.50 



Diaphragms 

Koromex P50-P80 

Depending 
on size 


Foam 

Del fen (Tube) 20 gras. 16.30 17.05 

Delfen Tab. @ tab. 

Semori @ tab. 

Semori 12's 
Sampoon @ tab. 

Sampoon 24's 
Mycostatin* 

Suppositories 


16.80 

1.00 

.60 

8.35 

6.15 


Lorophyn 12 1 s 
LoropKyn @ 

9.70 


.75 

.75 

.85 

.80 

Norforms 12's 
Norforms @ 

10.80 

10.00 

.85 


.90 

11.00 

Furacin*@ 






1.50 


Terramycin Sup.* 


* Not contraceptives but some customers use them as such. 



SIZE OF OUTLET 


_ __ Small Drug Stores __ 

9 10 11 12 13 14 15 16 17 18 


D .50 .50 .80 .80 .50 .50 .55 .60 .60 .50 


5 

5 


.30 

.45 

1.00 


) 


12.00 



.90 .• .65 

1.00 

12.00 

1.00 

.90 

.90 

1.00 

1.00 

1.00 

.90 


1.00 




2. Condoms 


Condoms do not receive any organized promotion by the 
sellers at any level. Rather they are simply carried as an item which 
the retailer may order from higher level distributors in the drug supply 
channel. The one factor which distinguishes their distribution from 
most drug supply commodities is the high margin secured and the presence 
of street vendors. 

E. MAJOR CONSUMER GOODS CHANNELS 

The most widely distributed consumer packaged products in the 
Philippines include soft drinks, soaps, cigarettes, matches, canned 
milk, toothpaste, aspirin (Cortal) and home remedies such as Vicks 
Vapo Rub. The prices for sales units of these items range from 5 centavos 
(less than one cent) for aspirin and matches to as much as a peso ($0.16) 
for a package of cigarettes. 

The lowest level retailing unit in the Philippines — call it 
shop or retail outlet — is the sari-sari store. This is not a well 
defined unit since, at the lowest level, a "store" can consist of nothing 
more than a well stocked "kitchen" pantry. The highest estimate given of 
the number of such retail units in the Philippines was 200,000. Several 
consumer products company executives were asked to categorize such units 
by size of inventory stock and the composite estimate is that there are 
probably over 100,000 sari-sari stores with a stock inventory of at 
least 100 pesos ($16). In characterizing the number of retail outlets 
for major consumer goods, one of the most knowledgeable marketing men 
contacted estimated that there were probably about 135,000 sari-sari 
stores, almost 3,000 grocery stores, slightly more general merchandise 
stores, about 5,300 drugstores, and perhaps 140 supermarkets in the 
Philippines. 

The largest network of direct product distribution in the 
Philippines is that of the soft drink bottlers who reach as many as 
150,000 outlets (food stores, "restaurants" and snack stands in addition 
to sari-sari stores) on a general two-deliveries-per-week basis. Prices 
of Coca-Cola or Pepsi-Cola are a standardized 25 centavos (4 cents) per 
8-ounce bottle throughout the Philippines, and more competitive fruit 
flavored soft drinks sell for as low as half that price. Retail margins 
for these products nevertheless are relatively high, about 30%. 

With respect to soaps, the two largest manufacturers in the 
Philippines probably reach about 30,000 stores directly and deal with 
something on the order of 5,000 wholesalers to reach other smaller or 
more remote stores. The most widely sold soap product and the most 
price competitive is the detergent "envelope" trade, which sells at a 
suggested retail list of 15 centavos (slightly more than 2 cents) a 
packet. The wholesaler's net cost is 85% of the retail price 
(including a 2% cash discount), and the retailer's net cost is about 
90% of the list price. For a higher priced product such as toilet soap, 
which has a suggested retail price of 25 centavos (4 cents) a bar, the 
retailer's net cost is approximately 86% of that list. 
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A different system of distribution in the Philippines is 
that employed by Union Carbide using vans in the distribution of its 
flashlight batteries which sell for about 50-55 centavos (8 cents) for 
a standard D cell. In India, with a similar system, Union Carbide 
participates in the Nirodh condom distribution scheme. These vans 
reach the sari-sari stores at the small town and barrio level, stores 
which they feel are effectively served by perhaps only 10% of their 
5,000 wholesalers. Union Carbide has 70 vans in the Philippines for 
this sales and distribution system which operates in cooperation with, 
rather than competitively to, their wholesalers. An additional 20 or 
more vans are exclusively dedicated to promotion work. 

Except for the supplementary van system of distribution, 
the battery distribution and marketing practice is similar to that for 
soap products. Wholesalers probably make 2% to 3% on fast moving 
products and probably greater than 10% on slower moving items. 

Retailers make something between 10% to 15% as gross margin. 

One of the most widely distributed products in the Philippines 
is Cortal, Sterling Drug’s proprietary aspirin formulation. It is so 
widely distributed that it is included in the Philippine cost of living 
index with a listed price of 5 centavos (less than one cent) per tablet. 
It is found at almost every level of sari-sari store, aithough the 
product is technically classified as a drug and is allowed to be sold 
only through drug channels and "home remedy” type of drugstores. 

Sterling joined with Vicks for several years in an attempt to get 
aspirin declassified as a drug, but without success. Attempts are now 
being made to change the laws to give limited drug licenses to super¬ 
markets and a few other stores to cover a limited line of proprietary, 
non-ethical, "drug” products. 

Cortal is distributed by the Sterling field sales force and 
through about 300 distributor dealers who are selected according to 
minimum criteria of size of annual purchases and size of individual 
orders. This network is supplemented by a van system along the line of 
Union Carbide’s, although smaller in scope. On products such as Cortal, 
the wholesale margin is about 6% and the retail markup about 20%. Many 
of the end retail prices, however, are on a ”what the traffic will bear” 
basis. 

F. BARRIERS TO WIDER DISTRIBUTION 

In the absence of definitive ’’price elasticity” studies we 
must assume that the present cost of contraceptive products (particularly 
the oral contraceptive pill) is a major barrier to their purchase by the 
majority of the population. Much of the Philippine populace live on a 
subsistence basis and cannot afford adequate medication even when 
required for illness. An estimated 20% to 60% of the population is 
reported to live and die without ever seeing a doctor. For the bulk of 
the population, the only medicines that are bought are those that will 
heal, and the idea of selling a drug to prevent something is considered 
by many as quite unrealistic. Total pharmaceutical sales in the 
Philippines are estimated to be only $50 million to $60 million, or 
less than $1.50 per capita per year. 
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Although the Catholic Church in the Philippines has not 
openly opposed the Government’s Statement of National Policy with respect 
to family planning, a number of congressmen and other opinion leaders 
accept the official stand of the Vatican on contraceptives. There was 
a considerable drop in CCP sales through the commercial channels after 
the Papal Encyclical. The Church’s only affirmative effort in family 
planning in the Philippines is in support of Church-sponsored institu¬ 
tions and clinics advocating the rhythm method. 

The questions of how strong the influence of the Catholic 
Church is with respect to family planning methods is subject to a 
variety of opinions. Many feel that the influence of the Catholic Church 
on this area subject is waning. There are a number of priests of Dutch 
ancestry in the Philippines who are believed to have more liberal views 
regarding contraceptives. Organon in some of its current promotional 
literature on family planning cites statements made by Catholic bishops 
in Holland endorsing the practice of contraception. 

Although the Philippine Medical Association (PMA) is on 
record as favoring and supporting family planning, there are, of course, 
individual doctors who are very much against contraception. Some years 
ago, the PMA discouraged the dissemination of information on family 
planning by some of the drug companies. Today, however, with the 
liberalization of attitudes, practically all companies put out this 
information and there is no apparent problem. On the other hand, there 
is said to be increasing concern within the PMA on the nonprescription 
availability of OCP’s in regular drug channels, and reports that the 
PMA may attempt to tighten-up enforcement of the law in this regard. 

While the PMA has relaxed its former stand on the dissemina¬ 
tion of information on contraceptives, many we interviewed feel that it 
will be a long time indeed before the PMA will allow women to obtain 
pills from rural health nurses or other paramedical personnel. Yet, if 
the family planning program is to get underway on a mass basis, it must 
reach the barrio level, and this is the level where people are likely 
to see rural health nurses rather than doctors. 

Although President Marcos has come out in favor of family 
planning, he has not specifically mentioned contraceptives. Some state¬ 
ments of the Population Commission have stressed the need to move slowly 
on any vigorous program to widen distribution of contraceptive products. 
This attitude is understandable at a time when the Commission is making 
its first attempt to get direct financial support from the Government 
of the Philippines for the activities of the Population Commission 
itself. 


For the Government to achieve its family planning objective 
(as enunciated by the Population Commission) of having 50% of the 
eligible women in the Philippines as active acceptors by 1976, we 
believe that a more vigorous role with respect to advocacy of family 
planning and the use of contraceptives will be required. 
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Officially, it is illegal to import contraceptives into the 
Philippines. A ruling by the Ministry of Finance has made it possible 
to "legally" import them, although the original prohibition is still 
technically on the books. A section in the proposed Act creating the 
Commission on Population, now before Congress, however, seeks to settle 
this matter by a repeal clause which states "any and all acts, statutes, 
rules, regulations or parts thereof inconsistent therewith are thereby 
repealed." 


All pharmaceutical products are subject to a 30% duty unless 
the customs authorities are convinced that equivalent products are not 
manufactured locally or are in short supply, under which circumstances 
the duty is 15%. This duty change (50% reduction) was introduced about 
two years ago by the Marcos'Administration. The "short supply" circum¬ 
stance must be reestablished each time a shipment is received, and 
applications for relief must be passed upon by a seven-member committee. 
Disposition of applications is quite unpredictable. If drug products 
are manufactured in the Philippines, raw materials carry a duty of only 
10%. All pharmaceutical products are subject to sales taxes. At one 
time duties were imposed even on printed material used for education 
purposes in family planning. 

Condoms are classified as miscellaneous medical rubber goods 
(the same as hot water bottles and rubber tubing) in the tariff code 
and carry a duty of only 13%. With this lower rate, it is reported 
that there is little incentive to smuggle goods into the country. 

The tariff code dates back to the early 1900's and only 
Congress can legislate changes to it during the period it is in session. 
The President, however, can make changes by Executive Order when 
Congress is not in session. 

No problems were cited in getting foreign exchange for the 
importation of contraceptives, and clearance problems do not appear to 
be a significant problem. 

G. PROBLEMS AND OPPORTUNITIES RELATING TO THE EXPANSION 
OF COMMERCIAL DISTRIBUTION 

If the Government of the Philippines is to achieve its 
family planning objectives in the next five years, a more vigorous role 
needs to be played by the Government in the advocacy of, and in the 
promotion of, both family planning and the use of contraceptive 
techniques to assist such planning. 

Dependent upon the demand created by the information and 
persuasion programs of concerned agencies, we believe that two contracep¬ 
tive methods offer the potential of significant expansion in distribution 
through commercial channels; namely, the condom and oral contraceptives. 
Of the two, the condom probably has the greatest near-term potential for 
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increasing the wide-scale availability of contraceptive devices. The 
reasons for this are that the condom (1) is probably the most under¬ 
utilized contraceptive device in the Philippines, and (2) is not 
restricted to distribution solely through drug channels. We believe 
that significant expansion of oral contraceptive distribution through 
drug channels will require a significant reduction in the wholesale 
price. 


1. Condoms 

We judge the condom to be the most underutilized contracep¬ 
tive device in the Philippines. Among families reached by public sector 
and other nonprofit clinics, use patterns tend to conform with product 
availability and attention, but at the time of our field work, condom 
supplies were not generally available in family planning clinics. Thus 
clinic patrons are not informed of the legitimate and useful role of 
condoms in family planning or of this easy means of securing contracep¬ 
tive requirements through convenient commercial channels. 

The most useful method of near-term increase in the 
distribution of contraceptive devices would be to make the condom more 
generally known and acceptable through recommendation in family planning 
institutions. By encouraging the use of the condom or at least by 
giving it equal instruction time as a family planning device at the 
clinics, much could be done to counter the expressed concern by many 
wives that the condom is a device associated only with illicit sex and 
the prevention of disease. Overcoming this reported barrier to consumer 
acceptance of the condom as a family planning device is a necessary 
first step to increasing its use, consumer demand, and thereafter wider 
scale availability and distribution through commercial channels. 

A number of those we interviewed in the family planning 
movement expressed interest in the condom as an active part of their 
family planning effort. To expand the geographical "reach" of their 
family planning clinics, FPOP expressed interest in trying to make the 
condom more widely available by inviting radio listeners in remote 
areas to write in and ask the FPOP to send them a "condom by mail". A 
doctor associated with the Catholic Church supported Responsible 
Parenthood Council (which advocates the rhythm method) suggested the 
condom conceivably could have a role as a supplementary device in the 
rhythm method during the "unsafe" period when for one reason or another 
coitus cannot be avoided. Another family planning clinic pioneer would 
like to encourage the use of the condom now in order to have a fall“ 
back alternative at such time when free supplies of OCP's are no longer 
available and contraceptive devices must be obtained from commercial 
channels. 


Since we know of no restrictions on the distribution of 
condoms in any type of store, the availability of the device will likely 
follow consumer acceptance and demand. As we noted earlier, the largest 
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drug retail chain discontinued sales of condoms 8 years ago because of 
strong reactions against their sale. With a liberalization of attitudes, 
that company is once again carrying the product. With greater advocacy 
and promotion of contraception by the Government as recommended, and 
with recommendations for greater availability of the condom in family 
planning clinics, we believe the availability and distribution of the 
condom through commercial channels will increase. 

Hopefully, greater consumer demand, respectability, and more 
widespread availability will encourage more active price competition, 
and perhaps reduce the retail price of the condom to the 1.20 to 1.50 
pesos ($0.20 to $0.25) per dozen range which would more realistically 
approach normal retail margins of a fast moving drug item. 

If under these conditions a realistic retail price does not 
develop, plans should be made for distribution to retailers of a brand 
under family planning agency sponsorship. 

In addition to making the condom more widely known as a 
family planning device through family planning clinics, other informa¬ 
tion and communication channels should be encouraged. Senator Aquino’s 
weekly TV reports to the Philippines in February 1971 featured reports 
on his trip to other Southeast Asian countries reviewing their family 
planning programs. The series had a very beneficial effect in increasing 
the awareness and importance of family planning, in general, and of the 
condom, in particular. More advocacy statements along these lines 
could do much to remove the stigma associated with the condom. Enlisting 
the support of the Advertising Council of the Philippines in doing public 
service advertising on behalf of family planning was one of the sugges¬ 
tions made to us. The possibility of involving the many service groups 
in the Philippines — such as the Jaycees, Lions, Rotary, Young 
President’s Group, and the like — might also be an effective means of 
disseminating information on and for family planning and contraceptive 
means and practices. These organizations have the added advantage of 
reaching males, whereas clinic efforts reach women almost exclusively. 

Once the condom has achieved wider scale recognition and 
acceptance as a family planning device in clinics and drug channels, 
consideration could be given to adding other distribution channels. For 
example, the distribution channels for possible consideration include 
the sari-sari stores, consumer cooperatives and even the barber "shop". 
The broadest distribution channel in the Philippines as we have noted is 
the sari-sari, stores in every barrio. Consumer cooperative stores have 
the advantage of being able to sell contraceptive supplies on credit in 
much the same way other goods are made available to farmers during the 
growing season with payments related to their seasonal capacity to pay. 
The barber, especially in rural areas, was suggested by many as a 
potential distributor of condoms because especially in rural areas, 
barber "shops" tend to be the male gathering and gossip spot and may be 
an effective way to reach the males. 
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2, Oral Contraceptives 

The single action that probably would significantly increase 
the distribution of oral contraceptives through commercial channels in 
the Philippines would be a reduction in price to the consumer. At the 
present time, the lowest list price oral contraceptives range from 2.5 
pesos ($0.40) for Searle's Ovulen to 3 pesos ($0.50) for Schering's 
Minovlar. Reducing these prices by half or preferably to a desired 
level of about 1 peso ($0.16) per cycle would greatly increase the 
number of women capable of buying the product. Reduction to a retail 
price of $0.16 would be possible only if the product were made available 
to wholesale distributors at about $0.11 to $0.12 per cycle. Such a price 
would not allow a margin for promotion (detailing of physicians, 
literature, professional sampling, etc.) by the drug houses and this 
burden would need to be borne by some other concerned agency. If drug¬ 
stores could offer OOP's at this low price the almost 6,000 drug outlets 
in the Philippines would represent roughly 10 times the number of 
distribution points as the approximate 600 non-commercial clinics operating 
at the end of 1970. 

Besides the geographical dispersion, this great number of 
drug outlets for OOP's offers greater convenience to consumers. They 
are open more hours per day and more days per week than the clinics. 
Consumer survey derived use data is not available, but from both commer¬ 
cial and non-commercial channel informants, we received comments that a 
higher proportion of actual use and continuing use is associated with 
volume of product moved through the commercial outlets. Once women 
start the pills at the Puericulture Centers or Rural Health Units, we 
heard that they often go "commercial" if they can afford it at all. 

Many of the women now receiving OOP's from non-commercial sources make 
contributions or pay some modest cost for them, and if they could bridge 
monetary gaps, they might much prefer both the convenience and privacy 
of securing them through a normal drug outlet. 

Until the problem of lowering the price through commercial 
channels is solved, it is not worthwhile to give consideration to more 
widespread commercial distribution of oral contraceptives through non¬ 
drug outlets. As we noted earlier, many doctors are now concerned 
because of the widespread availability of OCP's through drug outlets 
without actual prescriptions. 
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